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Abstract 


This  report  analyses  the  emerging  market  for  outsourced  desktop 

services  in  Europe.  It  discusses  the  reasons  why  users  choose  to 
outsource  their  desktop  support  and  the  range  of  services  typically 
required.  The  desktop  services  market  is  being  strongly  developed  by 
the  leading  personal  computer  dealerships,  and  the  report  considers 
the  strategies,  strengths  and  weaknesses  of  a  number  of  European 
dealers  and  contrasts  their  approaches  to  the  market  with  those  of  the 
established  systems  operations  vendors.  The  report  provides  market 
forecasts  for  the  major  cotmtiy  markets  in  Europe  and  identifies  the 
most  attractive  industry  sectors  for  the  development  of  outsourced 
desktop  services.  It  also  considers  the  fl  el  i v||y^ii]fe^ j^j|^ms  used  by 
vendors  to  provide  their  services  to  users. 
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Purpose 


The  purpose  of  this  report  is  to  analyse  the  eruej^ 
outsourcing  desktop  services  in  Europe. 


market  for 


Desktop  services  is  defined  as  a  management  contract  for  the  day-to- 
day management  and  support  of  an  organisation's  personal 
computer/local  area  network  infrastructure.  It  includes  value  added 
services  other  than  equipment  supply  and  maintenance  and  potentially 
includes:       -  jy.  .s*^:::'- 


Equipment  and  software  product  purchasing  consultancy 

Supply  of  equipment  and  software  produclS  ^P";  ^ 

Equipment  maintenance 

System  implementation 

Local  area  network  management 

Help  desk  services  covering  the  support  of  systems  software  and 
application  software  p^l^l^  1-. 
User  training.  • 


Hie  principal  objectives  of  the  report  are: 

•  To  forecast  the  size  of  the  European  desktop  services  market 

•  To  identify  users'  motivations  for  outsourcing  desktop  services 

•  To  identify  the  major  players  in  the  market  for  desktop  sendees  and 
the  strategies  they  are  using  to  develop  their  presence  in  the  market 

•  To  identify  the  critical  success  factors  in  the  market  for  outsourced 
desktop  services 

•  To  identify  the  mechanisms  used  to  deliver  desktop  services 

•  To  identify  the  nature  of  the  relationship  between  ^tems 
%  operatioj^, 
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Scope  and  Methodologf 


This  report  is  concerned  primarily  with  the  activities  of  professional 
services  vendors  -  the  established  leaders  in  the  outsourcing  market  - 
and  personal  computer  dealers  in  the  desktop  services  market.  A 
separate  report,  entitled  "The  impact  of  downsizing  on  customer  .. 
services  organisations"  and  published  within  INPUT'S  Customer 
Services  programme,  will  focus  on  the  activities  of  the  major 
equipment  vendors  and  independent  third  party  maintenance 
'#::.;'-.i;iipii6S.  The  geo^ll^^  .v 

Building  upon  INPUT'S  extensive  research  programme  into  the 
;  -    outsourcing  market,  an  additional  fifteen  key  vendors  -  consisting  ot         -  " 
professional  services  vendors  already  established  in  the  systems 
operations  market  or  personal  computer  dealers  believed  to  be 
targeting  desktop  services  -  were  interviewed  by  a  combination  of 
face-to-face  meetings  and  telephone  interviews  in  order  to  profile 
their  specific  offerings  aimed  at  the  outsourcing  of  desktop  services. 
Key  users  were  also  interviewed  to  ascertaii^|bpf  jyttity4i§^^^|^^ 
and  need  for,  outsourced  desktop  services.   ;    '  :  * 

 — —   ,  I.  .11.1       ■        jtiij/-'  ,!*'  ir'-.i.  V  -..  ■   ...uiaiftiif      -L   Lj  ■  .11.   


Report  Structuf^ 


Section  II  consists  of  the  Executivg  Qvejryif  w^ch  is  a,  su^flpQf.c^i, 
the  key  findings  of  the  study.  '  ^-  '^tn   v  > 

Section  III  is  an  overall  analysis  of  the  opportunity  presented  by  users' 
outsourcing  of  desktop  services.  This  section  provides  market 
forecasts,  identifies  the  most  attractive  industry  sectors,  considers 
pricing  and  delivery  mechanisms,  and  endeavours  to  identify  the  ^ 


Section  IV  is  an  analysis  of  user  behaviour  including  the  identification 
of  the  factors  motivating  users  to  outsource  desktop  services,  the 
services 

Section  V  analyses  the  strategies  being  adopted  by  vendors  targeting 
the  desktop  services  market.  It  considers  the  strategies,  strengths  and 
weaknesses  of  two  professional  services  vendors  who  are  amongst  the 
most  active  in  the  desktop  services  market  and  two  of  the  major 
personal  computer  dealerships  who  are  extending  their  services  into 
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Executive  Overview 


Desktop  Services  •  A  Key  Outsourcing  Opportunity 


Desktop  systems  are  playing  an  increasing  critical  role  in  the  IS 
environment.  Personal  computers  are  no  longer  used  solely  as 
isolated  personal  productivity  tools  covering  standalone  applications 
such  as  word  processing  and  spreadsheets.  Instead  they  are  now  often 
linked  into  large  departmental  or  corporate  networks  covering  vital 
business  functions.  While  such  applications  are  accessed  by  non- 
expert end  users,  the  software  is  becoming  more  and  more  a>mplex. 

Accordingly,  the  support  of  desktop  services  is  becoming  increasingly 
important,  and  users  must  ask  themselves  how  they  can  support  their 
end  users  most  effectively. 


One  solution  is  to  outsource  desktop  services,  and  in  the  last  few 
months,  three  major  organisations  -  ICI,  Unilever,  and  TSB  -  have 
outsourced  their  desktop  support  in  what  sppS^^^Q  a  major  new 
development  in  the  outsourcing  market. 

This  summary  addresses  three  key  questions  concerning  the 
outsourcing  of  d€|^|||^^MlliR 

•  What  is  the  size  of  the  opportunity? 

•  Who  are  the  key  market  participants? 

•  How  should  vendors,  and  particularly  systems  operations  vendors, 
^.Approach  this  qe 
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Desktop  services  is  defined  as  a  management  contract  involving  the  day-to- 
day managetneiit  and  so^xst  d  an  (^anisation's  pa'S(»l^d  conqni^/iocal 
area  network  information  systems  infrastructure.  It  includes  value  added 
services  other  than  equipment  supply  and  maintenance  and  potentially 
inchides: 

•  Equipment  and  software  product  purchasing  consultancy 

•  Supply  of  equipment  and  software  products 

•  Supply  of  equipment  and  software  products 

•  System  implementaticMi 

•  Lxx:al  area  network  management 

•  Help-desk  services  covering  the  support  of  systems  software  and 
a^iicitticHi  sdftware  products 

•  User  training. 

INPUTS  forecast  for  tiie  growth  of  the  desktop  services  market  is  shown  in 
ExMbit  L 


E}esktop  Services  Market— Europe 
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This  forecast  includes  the  revenues  for  each  of  the  services  listed  above  with 
the  exc^^  d  etpupmrait  mp^y  and  imiiiteiiance  whidi  arc  excluded. 
The  unplication  of  this  rate  of  growth  is  that  the  market  for  outsourcing 
desktop  services  will  be  approximately  equal  to  50%  of  the  market  for 
idatform  operations  in  Europe  by  1997.  Accordingly  this  is  an  opportunity 
Aat  tile  es&ibM»d  ^t»m  ofieratkms  voMkm  caniKA  af^^ 

The  European  maiket  fcx  desktop  services  is  most  advanced  in  the  United 
Kingdom,  but  there  are  also  significant  devdq(»aetits  taking  place  k 
Oemmy,  the  Netherlands,  Vmactr  mi  S^mdioL  Oac  cxms^  is  Raet's 
oofttract  with  Rabd}ank. 


EXHIBIT  11-2 


Driving  Forces 
Desktop  Services,  Europe 


Com  Business  Focus 


PC/LAN-based  Critical 
Applications 


Downsizing 


Desktop  Services 
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The  m&jm  iiK)tivation  for  sdop^m  of  desktop  sauces  by  major 

organisations  such  as  ICI  and  Unilever  is  a  desire  to  simpHfy  dbe 
management  of  their  organisation  by  outsourcing  secondary  business 
activities.  Such  companies  potentially  have  the  in-house  expertise  to  provide 
their  own  siq>p(»t  services  but  choose  not  to  do  so. 

On  the  other  hand,  there  are  a  multitude  of  medium-sized  companies  which 
lack  ^  wob  of  si^pport  organisation  necessary  to  maintain  up-to-date 
knowing  aearo^  die  range  of  networking  softw^  mi  apj^mtion 
software  products  used.  As  downsizing  leads  to  a  greater  proportion  of 
corporate  and  departmental  applications  being  implemented  via  personal 
compntos  and  local  area  netwcn-ks,  so  support  fcH-  these  products  beoHi^ 
more  critical  to  ensure  the  smooth-running  of  the  organisation's  business 
processes.  In  such  instances,  IS  managers  are  increasingly  prepared  to 
outsource  management  of  their  local  area  network  and  end  user  support. 

While  the  traditional  systems  operations  vendors  are  having  some  success  in 
providing  local  area  network  implementation  and  support  services  to  IS 
management  in  tl»  medium-siz^  companies,  the  major  contracts  are 
currently  being  won  by  the  major  personal  computer  dealerships  such  as 
P&P  and  members  of  International  Computer  Group,  like  Raet  and 
Computacenter.  It  is  likely  that  the  success  of  these  organisations  in  the 
desktop  services  market  will  continue,  since  they  offer  uscts  a  breadth  and 
depth  of  application  software  product  support  c^ability  which  the 
professional  services  vendors  have  difficulty  in  matching  given  their 
traditional  emphasis  on  proprietary  mainframe  and  mid-range  technologies 
mi  OR  (aaskm  software  (feveloptnoat  Jn  additicm,  if  the  us^  is  ^so 
seeking  a  single  source  of  product  supply  and  support,  the  dealers  have  a 
significantly  stronger  product  supply  capability.  For  example,  in  addition  to 
providing  support  sovk^es,  P&P  has  been  nominated  as  a  preferred  supplio* 
to  ICI  for  pa:sonal  cc»n|Hite»'  prodiK^. 

Indeed  the  desktop  services  market  will  be  a  very  competitive  one,  since,  in 
aiMid<m  to  die  activities  of  Ae  dealers  and  pntfmkHral  services  voidcxs, 
this  ojqxHtunity  will  also  be  targeted  by  third-party  maintenance 
organisations  such  as  Computeraid  and  equipment  manufacturars  such  as 
Digital,  Unisys,  ICL  and  Bull. 
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The  emergence  of  outsourcing  of  desktop  services  will  lead  to  significant  re- 
aligmiMnt  witt^  ^  CMrtsoiacing  Hidastiy.  The  traditkmal  oi^idim^ 
voidars  with  their  mainframe  and  proprietary  mid-range  capabilities  need 
access  to  the  personal  computer  and  open  systems  capabilities  of  the 
dealerships.  Similarly  the  dealerships  recognise  that  many  major 
outsourcing  deals  require  both  desktop  and  large  system  capabilities  to 
provide  a  full  service  capability  to  the  client.  So  far  the  major  desktop 
services  contracts  have  been  awarded  separately  from  any  mainframe  or 
wBdAma§s  metaesk  Bmmm  Mwe  is  f^as^  a  naajor  opportunity  for  any 

INPUT  recommends  that  vendors  adopt  a  joint  venture  or  acquisition  policy 
toiBeet#iffi«ppeftiii^.  Abetif  IltatS^raeeskwoii^iBGcii^i^Kxi 

with  Computeraid  to  provide  full  service  capability,  and  P&P  has  been 
seeking  a  suitable  systems  operations  partner.  A  suitable  partner  would  be 
one  of  the  major  profession^  services  vendors  with  a  high-level  of 
^pKOpaemy  system  oqaa^^  such  as  CX^,  EDS,  or  Sea»  (^019. 

On  the  other  hand,  vendors  such  as  Raet  and  AT&T  Istel  which  akeady  own 
separate  subsidiaries  acting  as  pecsmA  compOla  deatefs  mi  sy&smi 
Gprndons  vendcH-s  are  yvcVL  pia^ced  to  target  desktop  savk^  prodded  th^ 
can  coBiMiie  Aese  offoings  to  meet  usos'  needs. 


Medium-Sized  Organisations  lack  skills  to  support  desktop  users 

Exhibit  II-3  oudines  the  distinctions  between  the  two  major  segments  of  the 
desktop  services  market. 


EXHIBIT  11-3 

The  Decision  Process 
Desktop  Services,  Europe 


Size  of 
Organisation 

Level  of 

in-house 

capability 

Outsourcing 
Decision  matter 

Large 

organisations 

High 

Senior 
executives 

Medium-sized 
organisations 

Low 

IS 

Management 
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Large  organisations  typically  have  in-house  support  organisations  of  a 
suffic^t  dze  to  maintain  up-tcniate  technical  ^lQs  acmss  a  range  of 
technologies  such  as  local  area  networks  and  key  appUcation  software 
products.  For  example,  the  ICI  support  group  transferred  to  P&P  consisted 
of  90  personnel.  However  senior  executives  within  a  number  of  large 
companiei,  prticulady  in  the  United  KingdcHn,  are  ded^g  to  oittsource 
such  non-core  services  so  as  to  simplify  company  management  and 
introduce  greater  levels  of  corporate  flexibility.  This  is  leading  to  the  award 
<tf  sorae  very  large  contract,  and  nic»e  are  aq)e(^  let&mlaily  within  tiw 
financial  services  sector.  Although  particularly  evident  in  the  UK  this  tr»id 
is  expected  to  extend  to  other  European  countries. 

However  the  best  targ^  f<x  rmny  veiKkMs  may  be  tiie  medium-sized 

canpanies.  Many  medium-sized  companies  have  significant  difficulties  in 
implementing  local  area  networks  and  maintaining  high  levels  of  support  for 
both  the  network  and  for  end  users.  Many  IS  departments  are  finding  it  an 
increasing  challenge  to  keep  in-house  technical  staff  up-to-date  given  die 
high  rate  of  technological  change.  It  is  also  difficult  for  small  IS 
departments  to  devel(^  the  critical  mass  of  skills  necessary.  Accordingly  IS 
mamgos  in  medium-sized  (XxapBoaaes  inoEeasingly  see  d^ctop  suppcxt  as  a 
problem  area  to  be  outsourced.  Us^  ty^caUy  outsource  n^ork 
implementation  and  second-line  support,  but  an  increasing  proportion  of 
companies  are  prepared  to  outsource  desktop  services  in  its  entirety. 

Exhibit  n-4  shows  the  current  state  of  development  of  the  European  deskt(^ 
services  market  for  the  four  most  developed  markets. 


EXHIBIT  IM 

Major  Country  Markets,  1992 
Desktop  Services,  Europe 


Country 

1992  Revenues 

($  Millions) 

United  Kingdom 

120 

Qermany 

40 

France 

30 

Netherlands 

25 
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Systems  operations  vendors  have  in  the  past  carried  out  a  low  level  of 
dt^isop  sa-vke^s  -  wp  to  5%  ol  dieir  ^^nss  0|>mti<ms  rev^ues  -  as  part  of 
their  support  of  platform  operations  or  application  operations  contracts. 
However  desktop  services  is  now  emerging  as  a  separate  activity  in  its  own 
right. 

The  United  Kingdom  has  the  most  highly  developed  desktop  services 
market  in  Europe.  Here,  in  addition  to  the  demand  from  medium-sized 
(XMip^es,  oxttriK^  have  i«c(At3y  bem  pl^^ 

cofpcnations  such  as  ICI,  Unilevo*,  and  TSB  and  further  contiK^ts  from  large 
oMmpanies,  pmicularly  in  die  finance  sector,  are  ecpected. 

In  ^kMcm,  tiie  nMoicet  tm  desktop  sovices  k  devek^g  in  Germjuiy, 

France,  and  the  Netherlands.  Raet,  in  the  Netherlands,  has  announced  a 
major  contract  with  Rabobank,  and  is  well  placed  to  take  advantage  of  the 
desktop  services  market  since  the  company  combines  both  systems 
c^iraiitkms  and  ^tensive  personal  con^utor-based  expertise. 

The  desktop  services  market  so  far  appears  to  show  littie  sign  of  activity  in 
Italy  sad  Spain. 

C  

Personal  Computer  Dealers  are  the  Pioneers 

Desktc^  services  r^resents  boA  a  sigiufic^t  cq^portanity  and  a  major 
challenge  to  the  traditional  Bvaxupem  systnns  operations  vendors.  Firstiy  the 
desktop  services  market  is  expected  to  grow  rapidly  stimulated  by 
downsizing  and  decentralisation  of  computer  facilities.  Accordingly  desktop 
sravioes  ratl^  tbm  mainfiraoK  platfimn  (q)erati(ms  may  ev^uially  becrane 
the  dominant  form  of  inftastnicture  outsourcing. 

However  desktop  services  requires  a  different  range  of  skills  from 
tra^kmd  saltans  G^)a:ati(»is  ai^  is  likely  to  be  sfion^y  ti^^ed  by  die 
major  personal  computer  dealerships,  the  equipment  manufacturers,  and 
third-party  maintenance  organisations  in  addition  to  the  professional  services 
vendors. 

Much  of  the  initial  success  in  the  market  has  been  achieved  by  the  personal 
computer  dealers  such  as  P&P  Corporate,  and  members  of  the  International 
GHnputa*  Group  (ICG)  such  as  Ccm^u^iceater,  Compunet,  and  Raet 
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The  strengths  and  weaknesses  of  these  vendors  are  summarised  in  Exhibit 
II-5. 


Strengths  &  Weaknesses: 
Personal  Computer  Dealers 
Desktop  ^rvices,  Europe 


Strengths 

Weaknesses 

•  Full  desktop  servicds 
capability 

•  Breadth  &  depth  of 
product  knowledge 

Vendor  independence 

♦  Lack  of  mainframe  & 
mid-range  capability 

•  Pan-European  capabilities 
still  embryonic 

I%stly     major  persoi»l  cxms^ter  ^alerships  have  a  Ml  desktop  services 
capability  and  can  offer  the  full  range  of  services  required  by  users  from 
purchasing  consultancy  and  supply,  and  network  implementation,  through 
to  network  management  and  application  software  product  support  of  end- 
users.  Secdo^y  the  i&ajor  v^o^  have  evaluated,  and  actively  market, 
thousands  of  software  and  hardware  products.  This  provides  them  with  a 
breadth  and  depth  of  product  knowledge,  particularly  in  supporting 
applicatiim  software  prodiK^s,  which  <^er  vendor  groups  will  struggle  to 
equal.  TMrdly  the  dealers  offer  a  high  level  of  vendor  independence,  which 
may  be  perceived  as  very  desirable  by  users  in  cases  where  they  wish  to 
outsource  purchasing  consultancy  and  product  supply.  Certainly  P&P 
re^ml  this  vendor  independence  as  one  of  their  major  unique  sdUling 
piY^xmticMis. 

One  weakness  of  the  personal  computer  dealers  is  their  current  lack  of  pan- 
EvDqp^i  cspiMIf Qr.  Kowev&t  ventkns  ^h  as  CooQ|Hinet  (Qetaamy), 
Random  (France),  and  Computacenter  (UK)  are  addressing  this  issue  with 
the  formation  of  ICG.  Other  personal  computer  dealers,  while  recognising 
this  issue,  are  typically  not  as  advanced  as  ICG  in  developing  their  pan- 
:&iropean  c«9>abiliQr. 
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The  personal  computer  dealers  also  recognise  that  desktop  services  can 
fitxjoently  be  ju^  one  conqxment  c£  a  wi^  omsouicing  lequiiemaat 

additionally  encompassing  proprietary  mid-range  and  mainframe  operatkm. 
To  address  this  wider  opportunity,  some  vendors  such  as  P&P  are 
endeavouring  to  estabhsh  a  partnership  with  a  traditional  systems  operations 
vendor  such  as  Hoskyns,  or  die  Sema  Group. 

In  some  cases,  the  professional  services  vendors  have  been  comparatively 
skm  to  m^jpdse  &e  itesiEtop  services  o^^portunity,  regarding  it  as  mi 
undesirable^  kfrn'mof^  activity.  However  these  vendors  are  now 
increasingly  aw^  of  the  need  to  develop  their  capabilities  in  this  area. 

The  i^cra^l^  and  woikn^ses  of  Uie  pixtfesdcma^ 
taifeting  d^^k&xp  sesvicxs  sk  summarised  in  Exhibit  11-6. 


EXHIBIT  11-6 

Strengths  and  Weaknesses: 
Professional  Services  Vendors 
Desktop  Services,  Europe 


Strengths 

Weal<nesses 

Networking  ca^liity 

Synergy  with 
systems  operations 

•     Access  to  large  accounts 

•    Lack  of  supply  capat^rity 

Lack  of  depth  &  breadth 
of  software  product 
knowledge 

Lack  of  recognition  of 
opportunity/need 

Major  strengths  of  the  professional  services  vendors  are  their  technical 
c^biUties  and  experience  in  implementing  and  managing  local  area 
n^^w^s.  Sevoal  im)^^sicmal  sovices  veiktors  such  as  Sema  OixHip  and 
iTNet  initially  entered  the  desktop  services  market  via  their  network 
implementation  activities.  However  the  major  challenge  for  these 
organisations  is  to  develop  beyond  these  skills  to  offer  a  full  service  offering 
^n^artoteseof]^?edby  tiMmajOTp«r»)aal@c»i]paterdea  The 
professional  services  vendors  tend  to  lack  the  ability  to  offer  a 
comprehensive  product  supply  service.  In  addition,  their  capabihty  in 
supporting  personal  ocanfWter-based  application  scitwiGEe  ppocbicts  is 
comparatively  weak  since  they  crften  lade  both  the  bieadtfa  and  dqith  oi 
{Hoduct  knowledge  lequked. 
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However  the  professional  services  vendors  have  high  levels  of  awareness 
for  didr  cmtsouidng  servk^  iBid  desktop  smices  will  inCTeasingly 
become  jui^  one  cooqxHieiit  of  a  wider  outsourcing  requirement 

While  the  professional  services  vendOTS  have  so  far  lagged  behind  the  major 

personal  computer  dealerships  in  offering  outsourced  d^ctop  services,  this 
situation  will  clearly  change  in  the  next  twelve  months  as  organisations  sudi 
as  EDS,  Hoskyns,  and  Systemhouse  enter  the  market.  EDS  already 
proviites  outsourcing  <tf  ^es^Bp  sra^ces  in  the  U.S.  and  many  well 

perceive  that  the  time  is  new  right  to  introduce  these  services  to  Europe. 
Hoskyns  has  recently  re-organised  its  systems  operations  offerings  and  now 
has  a  specific  "desktop  services"  service  Une  within  its  outsourcing  division 
in  the  U.K. 

It  is  also  probable  that  the  major  equipment  vendors  such  as  Digital,  Unisys, 
ICL,  OUvetti  and  Bull  will  begin  to  develop  their  presence  in  the  matk^ 
Digital,  fcv  examine,  already  offers  over  100  separate  service  lines  relevant 
to  outsourced  desktop  services  but  needs  to  integrate  these  into  a  coherent 
offering  capable  of  providing  full-service  outsourcing  of  desktop  services. 
CMw^  km  a  major  ootaxam.  to  miimBm  Barclay's  perscKoal  ccmipat^ 
t^a^eu  ctf  make,  which  is  the  type  of  contract  wtuch  could  readily  be 
convmed  into  a  full-service  cniteourcing  agreement. 

Major  mdep&i6mt  tmhitiBimtce  (Hipnisadons  (IMOs)  vM  siso  become 

more  active  in  the  market.  Thorn  EMI  Computeraid  has  already  won  a 
number  of  outsourcing  contracts  including  a  large  contract  with  Sedgwicks, 
while  Granada  Computer  Services  is  in  the  process  of  restructuring  its 
Microcare  division. 
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D  

Full  Service  Capability  is  a  major  challenge  for  Professional  Services 
vendors 

The  principal  challenges  facing  vendors  seeking  a  major  role  in  the  desktop 
services  market  are  listed  in  Exhibit  11-7. 


E»^IBIT  11-7 


Vendor  Challenges 
Desktop  Services,  Europe 


independence  of  supply 
Full  service  capability 

BresKfth  of  software  product  support  capability 
Up-to-date  technical  skills 
Pan-European  coverage 


At  present,  the  personal  computer  dealerships  are  having  a  degree  of  success 
in  marketing  desktop  services  as  a  standalone  service  to  major  corporations. 
Wi&i  ibe  eiei^tlaa  of  tibe  need  to  fiirtha-  develop  their  pan-European 
capability  to  satii^  tfie  needs  of  multinationals  and  to  take  advantage  of 
opportunities  arising  across  Europe,  the  dealers  largely  meet  the  criteria 
identified  in  Exhibit  II-7.  However  they  recognise  that  a  wider  outsourcing 
captM&ty  tfian     dc^iic^  sovices  is  require  {Bid  that      could  lose 
market  share  to  vendors  offering  a  broad  ou^oiBdng  cq)at»li^  across  tibe 
spectrum  of  equipment  platforms. 

llie  pfi^BsskMoai  sor^oes  ii^mims  have  Ihe  0Qt»^^ 

proprietary  mid-range  and  mainframe  equipmrait,  bat  ^pically  lack  a  fidl 
services  capability  within  desktop  services. 

Accordingly  it  is  likely  that  a  numbo'of  piotnex^^ps  or  mergers  will  occur 
over  the  next  few  years  between  these  two  groups  of  vendors  as  they 
position  themselves  to  address  the  full  range  of  outsourcing  needs  and 
poiect  didr  naidEets  tcom  the  major  equipn^t  vaidc»^  wto  will  beccHoe 
incxea^^y  acdve  in  the  oatsc»iicing  m^ket. 
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The  major  challenges  for  the  major  equipment  vend(»s  such  as  Digital, 
Unisys,  mA  Hewlett-Packmd  sax  to  ovocodms  tfadr  perceived  lack  of 
independence  in  the  procurement  consultancy  elements  of  the  service  and  to 
differentiate  clearly  tiieir  outsourcing  services  from  the  numerous  other 
services  they  ofkat  at  the  ctesktop  level  At  present,  there  is  often  a  high 
level  c£  fiagmratatkm  betv(«en  these  offerings. 

The  major  challenges  facing  the  independoit  maintenance  organisations 
(IMOs)  socli  as  Qritnada  Ctxnpat^ 

(^pMity  outside  the  MIS  function  ami  to  ovacome  thdr  pen^ived  lack  of 
plication  software  i»odix;t  expotise. 
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III 

The  Opportimity  for  Desktop  Services 


A  

Outsourcing  of  Desktop  Services  will  grow  faster  than  Platform 
Operations 

Exfalbit  ni-1  provides  INPUTs  forecast  of  the  desktop  services  market 
between  1992  and  1997,  which  predicts  a  faster  rate  of  growth  for  desktop 
services  than  for  the  systems  operations  market  overall. 


EXHIBIT  III-1 


Systems  Operations  Market,  Europe 
1992-1997 

CAGR 
(Percent) 

19 


Operations 


Application 
Operations 


Desktop 
Ser^ci^ 


0  1  2 

User  Expenditures  ($B) 


22 


32 


OE-DT2 


Copyright  1^  1^  INPUT.  Fteproductkm  Prohibited. 


m-i 


OUTSOUnCMG  DESKTOP  SERVICES.  EUROPE  1992-1997 


INPUT 


This  figure  excludes  equipment  supply  and  maintenance,  but  includes 
installation  sappon,  LAN  managemoit,  and  technical  support  services. 

Exhibit  ni-2  shows  the  size  of  the  desktop  market  by  region  in  $  and  Exhibit 
III-3  provides  the  same  forecast  in  ECU's. 


EXHIBIT  III-2 

Comparative  Country  Markets 
Desktop  Services,  Europe 


Region 

1 992  Market  Size 
($  Millions) 

1992-1997 

CAGR 
(Percent) 

1 997  Market  Size 
($  Millions) 

France 

30 

28 

100 

Germany 

40 

34 

175 

United  Kingdom 

120 

35 

540 

Italy 

10 

25 

30 

Scandinavia 

20 

30 

75 

Netherlands 

25 

32 

100 

Belgium 

10 

30 

35 

Rest  of  Europe 

15 

25 

45 

TOTAL 

270 

32 

1,100 

The  desktop  services  market  is  most  highly  developed  in  the  United 
Kingdom  where  contracts  have  been  placed  recently  by  a  number  of  major 
corporations  such  as  ICI,  Unilevar,  and  TSB, 


After  the  United  Kingdom,  the  market  is  starting  to  develop  in  Germany,  the 
Netherlands,  Sweden,  and  France.  So  far,  there  has  been  litde  apparent 
activiQr  m  the  ileslctc^  services  maike^  in  Italy  and  Spain. 
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EXHIBIT  ill-3 

Comparative  Country  Markets 
Desktop  Services,  Europe 


Region 

1992  Market  Size 
(ECU  Millions) 

1992-1997 

CAGR 
^Percent) 

1 997  Market  Size 
(ECU  Millions) 

France 

22 

28 

75 

Germany 

30 

34 

130 

United  Kingdom 

90 

35 

400 

Italy 

7 

25 

22 

Scandinavia 

15 

30 

55 

Nethertands 

18 

32 

75 

Belgium 

7 

30 

25 

Rest  of  Europe 

10 

25 

33 

TOTAL 

200 

32 

815 

0E-DT2 


CofjyrigM  18^  by  INPUT.  Roproductkm  ProhHiited. 


CXJTSOUnCiNG  DESKTOP  SERVICES,  EUROPE  1»2-1997 


INPUT 


B  

Strong  Growth  Expected  in  Financial  Services 


Ex^mn  iim 


EXHIBIT  tll-5 


Tb&  breakdown  of  the  desktop  services  market  by  industry  sector  is 
provided  in  Exhibit  ni-4,  and  Exhibit  ni-5  shows  vendor  percq)tk)ns  of  the 
attractiveness  of  the  market  by  industry  sector. 


Major  Industry  Markets,  1992 
Desktop  Services,  Europe 


Sec^r 

Market  ^ze 
($  Millkins) 

Percent 

Financial  Services 

110 

40 

Government 

70 

25 

Manufacturing 

50 

20 

Other 

40 

15 

TOTAL 

270 

100 

Attractiveness  of  industry  Sectors 
Desktop  Services,  Europe 


Banking  and  Finance 
Insurance 


Central  Government  Z^/////////////////^  4.0 


4.5 
4.5 


Local  Governmentj;^;^^:^:^^;^;^;^^  3.3 
Distribution  y///////////A  3.0 


Manufacturing  ^^y^/Z^^^Z^^ 


J 


0 

Not  at  All 
Attractive 


Very 
Attractive 


Standard  en'or  =  0.3 
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WWk  the  process  manufacturing  sector  has  made  a  significant  contribution 
to  die  rmrkst  so  far  widi  large  oxitracts  plwixd  by  Unileva-  and  ICl,  Ae 
financial  services  sector  remains  the  favourite  target  sector  for  vendors. 
There  is  a  high  level  of  interest  in  desktop  services  amongst  the  major 
banks,  and  both  Computacenter  and  P«&P  Corporate  are  actively  targeting 
this  »c«H- in  tlMs  UK.  M  tte  Netherlands,  R£»t  has  also  aimoimced  a  major 
contraa  in  Ae  banking  lector. 

Cratral  government  is  also  considered  a  target  mati^  with  high  potential, 
and  fl^Of^  local  government  was  rated  less  highly  by  vendors,  it  is  clear 
that  some  companies  have  b^n  siKTcessful  in  tergeting  bc^  local  authorities 
and  the  health  sector. 

The  manufacturing  sector  was  not  thought  to  be  a  prime  target  for  desktt^ 
services  by  vendors.  However  while  this  may  apply  to  much  of  the  discrete 
manufacturing  sector,  there  would  appear  to  be  major  potential  for  desktop 
so-vieas  widim  iiM»  ofl  «Bd     seeict  in  (Don^ 

and  perhaps  more  widely  amongst  the  majcr  corporatiais  in  the  consume 
goods  and  pharmaceuticals  sectors. 

Some  of  the  major  ccmtzacts  fcM*  d^sktqp  smkes  in  Europe  so  far  are  listed 
in  Exhibit  III-6. 


Major  Contracts 
Desktop  Services,  Europe 


Company 

Vendor 

Contracts 
Value  (p.a.) 
($  Millions) 

tci 

P&P  Corporate 

20 

Unilever 

P&P  Corporate 

2 

TSB 

Computacenter 

5* 

Unitel 

ComputerAid 

1* 

Bimnif^)ham  City 
Council 

ilNet 

1* 

*  estimated 


V^dcHTs'  pax^ptbns  of  the  potoitial  f<x  ds^aop  smdces  by  size  of  rasa: 
ofig^misatkm  are  shown  in  ^cMMt  in-7. 
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EXHIBIT  III-7 


Attractiveness  Rating  by  Company  Size 
Desktop  Services,  Europe 


$40  Million  < 
^0  Million 


<  $40  Million 


Not  at  All 
Attractive 


Very 
Attractive 


Stancteird  error  s  0.3 

There  are  potentially  two  di^imit  maiket  segments  fc^deskfiof)  seivic^ 
Firstly  there  are  the  major  corporations  who  have  the  resources  to  manage 
their  desktop  services  in-house  but  where  a  policy  decision  has  been  taken 
by  s^aor  mecaiym  to  outsource  mm-one  activities.  In  ftese  cases, 
exoxQdified  by  IQ,  Unilever,  and  TSB,  dnse  etaployces  previously 
engaged  on  personal  computer/local  area  netw<»k  su]^)^  are  typicaLUy 
transferred  to  the  vendor  organisation. 

Secondly  there  are  the  medium-sized  companies,  which  typically  lack  tite  in- 
house  resources  to  support  their  end  users'  usage  of  personal 
computers/local  area  networks.  Such  organisaticms  will  always  have 
dtffiaj%  iBileiiC^spliig  a  critical  mass  of  skills  to  supp(Ht  liiesc  activities  and 
will  experience  problems  in  keeping  their  knowledge  up-to-date. 
AccorcUngly  it  will  be  difficult  for  in-house  IS  departments  to  maintain  a 
high  level  of  service  to  their  internal  clients  and,  rather  tiian  iHOvide  an 
unsatisfactory  levdc^ssnioe,  IS  managers  may  choose  to  outsource  this 
service.  This  segment  of  the  market  is  possibly  masked  by  the  major 
contracts  awarded  in  the  United  Kingdom,  but  may  emerge  as  the  major 
(cqipoitaiiity  dsewhoe  in  Etm^,  such  as  in  Fmnce. 
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Vendors  Prefer  Remote  Service  Delivery 

Exhibit  in-8  summarises  the  use  of  on-site  versus  remote  services  in 
delivering  the  support  services  components  of  desktop  services.  Essentially 
vendors  show  a  preference  for  remote  delivery  of  support  services,  since 

economies  of  scale.  However  once  the  number  of  users/personal  computers 
being  supported  exceeded  400-500,  then  vendors  recognised  the  necessity 
of  putting  a  small  team  of  support  staff  at  the  user's  site. 


EXHIBIT  l»-8 

Use  of  On-site  vs  Remote  Support  Services 
Deslctop  Services,  Europe 


•  On-site  support  common  in  large  contracts 

•  User  personnel  often  £K2quired  in  large  contracts 

•  Vendors  prefer  remote  delivery 

•  Second-line  support  only  a  common  option 


Jn  the  case  of  the  very  large  contracts,  it  is  coimncm  far  the  vendor  to 

transfer  the  user's  former  support  personnel  into  their  own  organisation  in  a 
similar  manner  to  that  practiced  in  traditional  systems  operations  contracts. 
For  example,  ICI's  adoption  of  desktop  services  involved  the  transfer  of  90 
staff,  TSB's  involved  23  staff,  and  Unilev^  transferred  12  ^qqKfft  staff. 

Many  users  are  resisting  the  adoption  of  full  desktop  services  by  insisting 
dmt  dieir  own  suppcHt  pa*somiel  have  a  high  level  oi  Inisiness  uiKlefS8ukBng 
combined  with  an  adequate  technical  tradtotanding  to  provide  oMl  iifiN^ 
with  first-line  support.  Accordingly  a  significant  proportion  of  users  -  iTNet 
for  example  estimated  that  this  applied  to  60%  of  clients  for  whom  it  had 
iaspkmsmd  a  loc^      a^wcxk  -  Imve  pmclmsed  ^oMKt-liiie  support  only 
from  an  ext^id  voidor,  md  ncA  a  (xmpikte  hel^Hle^  £K»lity. 

Exhibit  in-9  illustrates  a  typical  manner  in  which  help  desk  services  are 
iiiqdementnl  by  vendcnrs. 
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EXHIBIT  III-9 


Customer- 
^ng  teams 


Technology- 
facing  teams 


Delivery  of  Help  Desk  Services 
Desktop  Services,  Europe 


End  Users 

\ 

'—J 

/  \ 

1 

□  □ 


First-line 
support 


Second-line 
support 


Third- party 
vendor  support 
teams 


It  is  common  practice  for  vendors  to  operate  a  two-tier  level  of  help  desk 
service.  In  the  case  of  large  installations,  the  first  level  of  support  is  located 
(m  the  user's  premises;  in  the  case  of  smaller  installations,  the  stqipot 
sovice  is  (^vered  r»iiotely  fix>m  a  central  help  desk. 

The  pnx^eiQn^  impteniraited  by  tiie  first-level  aippcnt  team  are  critical  in 
mee^  tte  ^srvice  level  agreemait  o^ciia^  with  the  client.  Accordingly 
the  procedures  adopted  by  this  team  are  commonly  certified  to  the  BS5750 
quality  standard.  This  is  seen  as  a  major  selling  point  by  a  number  of 
"^^tfors.  Also  a  nund^o'  of  v^^chs  oiipnise  tfienr  first-line  support  into 
custom^^k^ific  teams  so  that  their  support  staff  develop  relationships 
particular  clients  and  gain  a  better  understanding  of  their  busiiKSS  and  flie 
type  of  technical  problem  likely  to  arise. 

In  ottier  cases,  the  first  line  support  is  not  customer  specific  but  has  the 
rei^nsibility  for  identifying  the  nature  of  the  user's  problem  so  that  it  can 
be  passed  to  the  appropriate  technical  expert  bvariably  vendors'  second 
line  sapport  teams  are  m^ssm/d,  according  to  t^hnology  and  these  may  in 
tun  liaise  with  the  sii^^ort  teams  of  the  softwiae  product  autthor  where 
necessary. 

The  pi^^al  pricing  mechaiusms  adopt«l  by  desktc^  services  valors  are 
idrati£bd  in  Exhibit  HI- 10. 
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EXHIBIT  111-10 

Pricing  Mechanisms 
Deslctop  Services,  Europe 


•  Cost  of  on-site  support  plus  mark-up 

•  Monthly  usage  of  remote  help  desk 

•  Volume  discounts 


Where  on-site  user  support  is  involved,  then  this  component  of  the  service  is 
usually  pric»l  at  cost  plus  a  maik-up.  Vendors  tend  to  lesist  (Hi-site  support 

because  of  the  difficulty  of  reducing  costs  to  the  client  in  these  instances. 
While  vendors  will  claim  that  theu-  staff  are  technically  more  capable  than  the 
user's  own  support  personnel,  they  may  also  be  more  highly  paid.  Also  it 
will  m  ocai^on  %e  neo^swy  to  cx»tiniie  to  utilise  Ae  same  mpport 
personnel  since  these  will  have  transferred  from  the  user  to  the  vendor. 
For  remote  help  desk  services,  most  vendors  charge  per  query,  though  this 
is  sometimes  disguised  in  the  form  of  a  fixed  fee  witii  a  ceiling  set  on  the 
nranber  of  quaies  allowed  in  a  givm  time  period.  One  vendor  quoted  an 
approximate  charge  of  $20  per  query,  though  a  higher  figure  would  apply  to 
networking  queries.  Some  vendors  give  bulk  discounts  dependent  on  the 
osei's  coaBnitment  to  a  particular  level  of  I^Ip  desk  usage. 

n»  relative  profitability  of  the  varimis  cocEqxments  of  desktop  services  are 
suaunarised  in  Exhibit  III- 1 1. 


EXHtBtT  111-11 

Profitability  by  Service  Component 
Desktop  Services,  Europe 


Service  Component 

Relative  Profitability 

Equipment  supply 

Very  tow 

Equipment  maintenance 

Low 

AppHoatiofi  Software 
product  mjp^y 

Medium 

Installation 

Medium-High 

LAN  mans^ement 

Medium-High 

Help  desk  servk»s 

High 

The  relatively  low  profitability  of  equipment  supply  and  maintenance  is  the 
motivation  for  personal  computer  dealerships  to  target  desktop  services  and 
systems  development  activities  which  offer  much  higher  margins. 
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This  exhibit  also  explains  t}»  traditimal  systems  opmticHis  vendors' 

reluctance  to  move  into  equipment  supply  and  maintenance,  while 
concentrating  on  activities  such  as  local  area  network  installation  and 
support  However  with  users  increasingly  looking  for  a  single  source  of 
si^y  tt>  me^  Aeir  desktop  needs    may  be  necessaiy  for  tbe  pEi^^^a^ 
services  vendors  to  become  invcdved  in  eqiu|»iient  siqjply  so  as  to  c^er  a 
full-service  capability. 


Strategic  Assessment 

1.  Outsourcing  Dominance  of  Professional  Services  Vendors  is  being 
Challenged 

The  market  for  desktop  services  is  being  created  largely  by  the  activities  of 
the  major  dealers  in  personal  computer  equipment  such  as  the  members  of 
IntenmtioRal  Con^ler  Osmj^  P&P  Ooipmmte,  mid  JWP  Busmesdand. 
T^ese  organisations  are  primarily  motivated  to  target  outsourcing  in  order  to 
deaeise  their  dependence  on  areas  of  low  margin  such  as  equipment  supply 
and  maintenance. 

As  shown  in  Exhibit  III- 12,  the  equipment  manufacturers  themselv^  are 
also  key  advocates  of  desktop  services  for  similar  reasons. 


EXHIBIT  111-12 

Leading  Vendors,  1992 


•  international  Computer  Group  (ICG) 

•  P&P  Corporate 

•  JWP  Businessland 

•  Olivetti  Systems  &  Networks 

•  Unisys 

•  Computerald 

•  Digital 

•  Prime 

•  Hewlett-Packard 
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The  approaches  adopted  by  a  number  of  leading  equipment  manufacturers, 
such  as  Digital  and  Prime,  aiul  those  adopted  by  leading  independent 
maintenance  organisations  (IMO's)  such  as  Computeraid  and  Data  Logic  are 
discussed  in  the  INPUT  report  "The  Impact  of  Downsizing  on  Customer 
Services  Organisations". 

In  its  1992  market  research  INPUT  has  found  major  IMOs  (priiK^any  in 
Ihe  U.K.),  who  are  launching  desktop  services  offerings: 

•  ChandaComputo'SarvkesisiestnK^tiiingitsMcio^ 

•  Thom  EMI  Computeraid  has  won  a  large  contract  with  Sedgwicks,  one 
of  Europe's  largest  insurance  brokCTS. 

•  Data  Logic,  part  of  the  worldwide  Raytheon  group,  is  designing  a 
branded  service  combining  its  skills  in  hardware  and  software 
OMumtenanoe,  to  be  launched  in  1992. 

AM  Aese  initiatives  attempt  to  build  outwards  from  existing  strengths  into  the 
n^ODtsowcing  maik^  -  with  key  components  of  service  retained  in- 
hoose  and  partners  used  for  areas  in  which  the  IMO  does  not  currendy  have 
the  capability  within  its  own  resources.  Exhibit  111-13  summarises  the 
strategies  of  the  IMOs  who  are  venturing  into  the  desktop  services  arena. 


EXHIBIT  111-13 

Independent  Maintainer  Strategies 


•  Build  from  strengths 

•  Outsourcing 

•  Brand  naming 

-  Software  maintenance 

-  Badging 


At  present,  many  of  the  equipment  vendors  offer  a  fragmented  approach  to 
d(^icK^  SCTvices.  Fcmt  example.  Digital  markets  a  catalogue  of  SCfvice  lines, 
ptmdfolly  to  its  insMled  custonosr  base  but  increasingly  to  alOtixaiem.  The 
catalogue  contains  over  100  separate  service  lines  and  tl^se  structured 
into  four  groups: 

•  Consultancy 

•  Education  and  Training  Services 

•  Support  and  Maintenance  Services 

•  Bc^pdce  Ssvices. 
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IHgital  inlcudes  four  Desktop  Services  within  the  category  of  Bespoke 
Services: 

•  Startup  Services  provide  the  physical  installation  of  multi-vendor 
d^top  equipment  and  software,  plus  configuration,  testing  and  user 
familiarisation. 

•  Connectivity  Services  support  the  transition  from  a  stand-alone  to  a 
networked  desktop  environment,  including  naturally  moIti-veiukMrLAN 
cnvmmamts. 

•  Maintenance  Services  cover  maintenance  of  desktop  equipment  including 
PCs,  terminals,  printers  and  netwoik  devioes,  again  c»  a  nndtiv^dor 
ba^  The  usual  range  of  Digital  maunteimtK^  optirais  are  available. 

•  Advisory  Services  provide  comprehensive  multivendor  support  to 
de^tt^  mm  for  ^  piobleins  related  to  a]^^lcati<Mis  software, 
operations  systems  and  networks.  This  set  of  services  can  be  supplied 
remotely  via  a  customer  support  centre  or  through  user-site  help  desks. 
They  are  designed  to  supplement  users'  own  support  services  wha»  a 
j(Hm  resoinx%  ai^x)ach  is  put  of  die  user  c»gam«uk»i's  polky. 

In  addition  to  this  set  of  service  lines  which  can  be  combined,  or  "mix  and 
matched"  with  oUier  Digital  service  elements.  Digital  sdls  through  its 
DECdirect  PC,  fittegration  &  Applications  catalogue  a  number  <rf  similar 
soTvice  lines,  named  End-User  Computing  (EUC)  Services: 

•  EUC  System  Maintaian<%  and  Management  aims  to  ensure  diatdeidctop 

maintenance  and  software  systems  are  in  working  order,  up-to-date  in 
respect  of  licensed  packages  and  with  the  desktop  inventory  under  a 
regular  audited  reporting  service. 

•  End-User  Support  Services  provide  training  and  the  usual  range  of 
maintenance  and  start-up  services. 

In  addition  Digital  is  setting  up  Multivendor  Sqpertise  Centres  in  whidi 
desktop  specialists  have  a  range  of  hardware  available  on  which  they  can 
recreate  problems  reported  by  users  calling  in  to  the  Customer  Support 
Centres. 

INPUT  expects  outty  e^pment  suppliers  to  move  swiftly  from  this 
fragmented  service  a|^iaach  to  fielding  a  comprehensive  but  modular 
p(mfo&>^d^ktops»viceswidiin  die  next  12nKmtfas. 
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So  far  the  professional  services  vendors  who  have  traditionally  dominated 
the  outsourcing  maik^  -  such  as  Hoskyns,  EDS,  and  I^ta  Sciences  -  have 
shown  comparatively  little  inteiiest  in  desktop  services.  However  this  is 
now  likely  to  change  since  the  activities  of  vendors  such  as  ICG  and  P&P 
Corporate  pose  a  very  real  threat  to  their  long-term  dominance  of  the 
outsourcing  maiket 

The  threat  comes  from  the  growing  importance  of  technologies  such  as  local 
area  networks,  open  systems,  and  client/server  architectures.  While  these 
remained  a  minor  proportion  of  the  equipment  installed  ba^,  the 
professional  services  vendors  could  afford  to  concentrate  on  selUng 
outsourcing  services  based  upon  their  proprietary  mainfranae  and  mid-range 
capabilidoi.  Hovra^  ^  is  no  kmge^  the  case,  and  tt»  future  IS 
infira^mcture  outsoiffcing  iiKxei^ Jiy  requires  desktop  services  c£Q)abiltty. 

Esd^it  ni-14  summarises  the  current  delivery  capabilities  of  professional 
seivi^  v^dras  tuid  PC  d^te^di^btttors  invited  in  the  ^^Etc^ 

EXHIBIT  111-14 

Delivery  Capability  by  Type  of  Vendor 
Desktop  Services,  lEurope 


Vendor 
Type 

Service 
offering 

Professional 
Services 
Vendors 

PC  Dealers/ 
Distributors 

Equipment 

Selection  consultancy 

Medium 

Strong 

Equipment  purchase 

Medium 

Strong 

Equipment 
maintenance 

Strong 

Strong 

Equipment 
Installation 

Strong 

Strong 

LAN  management 

Strong 

Strong 

Help  6esk  services 

-  Systems  software 

-  Applications 

Strong 
Medium 

Strong 
Strong 

I 
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The  leading  personal  computer  dealers  are  well-positioned  to  succeed  in  the 
de^top  services  tnaiket  siiK%  tiliey  have  a  hig^  level  of  capability  in  eadi  of 
the  service  components  required  from  equipment  selection  consulting  and 
purchase  through  to  local  area  network  installation  and  end  user  help  desk 
services.  While  these  organisations  may  have  had  a  traditional  weakness  in 
th^  ftb^Qr  to  ^pite      olfeiinp  fi»r  uso^  many  of  the  leading 
Oifamsations,  concerned  to  improve  their  profitability,  are  now  keen  to 
pnxnote  their  systems  integration  capabilities  in  the  personal  computer  and 
open  systems  arenas. 

The  capability  profile  of  the  professional  services  vendors  is  markedly 
different  from  tiiat  of  the  leading  personal  computer  dealers  and  displays  a 
mmiber  of  ^p^^smtt  sliordMls.  Brsdy  users  are  often  seekmg  a  single 
voidor  to  combine  equipnoient  selection  consuUaixiy  and  eqiuptnent 
puichaskg  with  the  necessaiy  »jpp(»t  services. 

Pn^^onal  services  vendi»sd^Ia(^  tins  cipibility.  SecoiKSy  die 

professional  services  vendors  lack  breadth  and  depth  of  knowledge  of 
personal  computer  applications  software  products.  This  affects  not  only 
their  ability  to  provide  comprehensive  support  to  end  users  across  a  wide 
range  of  apf^o^ons,  but  may  also  have  an  mi|^  on  their  alriHty  to  delivor 
local  area  network  based  solutions.  The  personal  computer  dealers  are 
increasingly  seeking  systems  development  opportunities  as  a  means  of 
(fiverafying  away  from  low  value-added  equipment  supply. 

Exhibit  III- 15  illustrates  the  relative  dependence  on  partners  shown  by 
professional  services  vendors  and  personal  computer  dealers. 
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Use  of  Partnerships  by  Type  of  Vendor 
Desktop  Services,  Europe 


Vendor 
Type 

Professional 
Services 
Vendors 

PC  Dealers/ 
DistritHitors 

Service 
offering 

Selection  consultancy 

Low 

Low 

Equipment  purchase 

Low-Medium 

Low 

Equipment 
maintenance 

High 

Low 

Equipment 
InstsyHation 

Low 

Low 

l-AN  managen^ent 

Low 

Low 

Help  desk  services 

-  Systems  software 

-  Applications 

Low 
Medium 

Low 
Low 

Overall  the  major  personal  conpita*  dealers  have  most  of  the  capabilities 
need  to  deliver  desktop  services  without  resorting  to  partnerships.  Howeva: 
they  may  use  third  parties  for  end  user  appUcation  training,  and  some 
v^Klors  rely  cm  Aiid  parties  for  eqo^ment  maintenaiKe. 


Professional  services  vendors  have  a  high  dependence  on  third  parties  for 
both  equipment  supply  -  where  this  service  is  offered  -  and  equipment 
inauil^tffiice.  Similarly  ^fessicxial  smdces  vendors  are  more  reluctant  to 
offer  application  software  product  support  and,  where  this  is  offered,  they 
show  much  higher  levels  of  dependence  on  subcontracting  tliis  activity  to 
tfiirdpaoties. 
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2.  Professional  Services  Vendors  target  LAN  Management 

Exhibit  ni-16  summarises  the  ciurrait  appnmches  of  the  piofessicmal 
services  venders  to  the  de^ctop  services  maiket 


EXHIBIT  ni-ie 

Stmlegies  :  Professional  Services  Vendors 
Desktop  Services,  Europe 


•  Only  targeting  desktop  services  as  part  of  wider  offering 

•  Concentrating  on  network  implementation  &  management 

•  Avoiding  i^rceived  low  margin  activities 


The  mijaaty  oiit^pmji^mosakservk^yeadcm  who  have  lustoricaUy 
(grated  in  the  systems  operations  market  are  not  yet  actively  targeting 
desktop  services.  Many  still  regard  the  support  of  end  users  with  personal 
con^utm  as  a  low  vahie  activi^  wMdk  h^  to  be  tolerated  as  part  of  a  mdiex 
brief  in  some  of  the  major  ccMitracts.  Accofdingly  they  often  identify  this 
activity  with  equipment  maintenance  and  frequently  subcontract  it  to 
associated  equipment  maintenance  vendors. 

However  a  minority  of  professional  services  vendors  have  identified  this 
opportunity  and  are  actively  targeting  it.  Examples  of  such  companies 
include  iTNet  and  Sema  Group.  However  even  those  companies  targeting 
(^1^  s^f^vi^  ife  ofi;^  cfMistrained  by  thdr  Uxkai  knowledge 
personal  computer  application  software  products  and  so  have  tended  to 
concentrate  on  marketing  their  local  area  network  implementation  and 
support  sldlls  to  IS  maaag^. 

Although  no  major  agreements  have  yet  been  signed,  several  of  the  major 
systems  operations  vendoi^  recognise  that  they  lack  the  in-house  capability 
to  dSfer  a  oiMi^p^bais^  cte^:tc^ 

of     ifpoctiiiitty  some  form  of  merger  (»- joint  venture  with  a  major 
p»-s(»al  ampntst  vendcn:  is  required. 

Tte  attmA  ^rengAs  and  weaknesses  of  tb&  prc€es^(»ial  services  vendors 
in  cooing  desktop  sovices  are  summarised  in  Exhibit  III-17. 
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EXHIBIT  111-17 

Strengths  &  Weaknesses: 
Professional  Services  Vendors 
Desktop  Services,  Europe 


Strengths 

Weaknesses 

capabilities 

•  Synergy  with  traditional 
systems  operations  services 

•  Access  to  large  accounts 

•  I  fu4i.  brsadth  of  Droduct 
knowledge 

•  Lack  of  application  software 
product  ((nowise 

•  Not  aggressively  targeting 
desktop  servk:es 

•  Inability  to  supply  products 

One  of  the  major  strengths  of  the  established  vendors  is  their  existing  market 
^pmseoce.  These  cxsaBpmye&  have  a  Iiffge  number  of  cUoits  idready  ii^iig 
their  platform  operations  or  transition  management  services.  As  these  clioUs 
downsize  or  increase  their  usage  of  open  systems  and  local  area  networks, 
so  they  are  prime  prospects  for  use  of  desktop  services.  If  their  existing 
veiMters  offw  Ais  savicc,  thwi  such  prospects  are  likely  to  favour  the 
vendor  with  whom  they  have  already  developed  an  estabUshed  relationship. 
Secondly  vendors  with  a  strong  outsourcing  image  are  likely  to  attract 
invitations  to  tnodbr  tmm  orga^saticms  requiring  desktop  s^vices,  and 
many  of  these  lar|^  psofessional  sovices  vendcns  have  solki  exp&aeace  in 
selling  to  map*  accounts. 

Ancfdtar  strength  of  the  profesdonal  sovices  vendors  is  tiidr  syston 
development  capability,  and,  in  particular,  their  expertise  in  inaplanentii^ 
local  area  networks  servii^  large  nund)ars  of  end  uso^. 

Apjpliai^Ni  Software  Product  Knowledge 

A  number  of  the  leading  personal  computer  dealerships,  for  example  P&P 
md  ICG,  are  already  more  advanced  than  the  traditional  systmis  operations 
vendors  in  targeting  desktop  services.  The  principal  components  of  their 
strategies  for  targeting  desktop  services  are  summarised  in  Exhibit  III- 18. 
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EXHIBIT  111-18 

Dealer/Distributor  Strategies 
Desktop  Services,  Europe 


•  Develop  pan-European  capability 

•  One-stop  shopping 

•  Partnerships  for  proprietary  capability 

•  Major  opportunity  to  enter  high-margin  services  business 

•  Targeting  system  deveiopnient 


The  majOT  (tealmhips  are  endeavouring  firstly  to  dBv»sify  away  ftom  low 

profitability  activities  such  as  equipment  supply  and  maintenance  into  bigho: 
value  added  activities  such  as  services  and  systems  development.  In 
addition,  one-stop  shopping  services  such  as  desktop  services  offer  the 
pcmn^toess^bMi  k^-i^Bi,  l^^piraiQy  3-5  yor,  (ooaxm^  wi^  major 
organisatkMis  {^meeting  both  the  vend(»'s  profitability  and  its  account 
control. 

TTic  imyor  dealerships  also  perceive  that  in  order  to  s^vk^  Ae  major 
accounts  to  a  high  standard,  they  require  pan-European  capability,  enabling 
them  to  offer  users  identical  services  and  standards  of  service  across  Europe 
via  a  angle  point  of  contact  Intranational  Computer  Group  (I(X5),  fomaed 
by  Compunet  (Geimany),  Random  (France),  and  Computacenter  (UK)  is  an 
example  of  a  joint  venture  formed  for  this  purpose,  which  has  rapidly  gained 
an  excellent  geographic  coverage  in  Europe.  These  vendors  are  not 
Tesim*sA  to  personal  oooqn^isodiic^  mid  ^  tyfrnally  de>^dq^g  Stamg 
capabilities  in  open  systems.  For  example,  many  of  the  orgai^i^EHis  within 
the  ICG  Group  have  divisions  acting  as  value  added  resellers  for  IBM 
RS/6000. 

However  P&P,  for  example,  recognises  that  desktop  services  and  indeed 
open  systems  capability  meet  only  part  of  an  organisation's  outsourcing 
ne^.  Mmy  organisations  additionally  wi^  to  mssomx  aciivfties  or 
infrastru^Uie  \med  around  prcpietaiy  mainframe  or  mid-range 
architecbires. 

Accor^^  PidP  is  se^ng  a  {^noeishilp  «^  one  ciibc  hm^B^  s^siem 
operations  vendors  to  form  an  orpni^ttirai  capabte  of  servicing  the  wbd^  c£ 
any  prospect's  outsourcing  requiremraits. 
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The  principal  strengths  and  weaknesses  of  the  dealers  in  offering  desktop 
services  are  summarised  in  Exhibit  HE- 19. 


EXHIBIT  111-19 

Dealer/Distributor  Strengths  &  Weaknesses 
Desktop  Services,  Europe 


Strengths 

Weaknesses 

•  Vendor  independence 

•  Scope  &  depth  of  product 
knowledge 

•  Full  service  capability 
in  PC/Workstations 

•  Access  to  laufge  aocourrts 

•  Lack  of  mainframe  & 
mid-range  capability 

•  Currently  \asM  pan-European 
capability 

Altbough  ICG  may  be  perceived  by  users  to  have  a  close  relationship  with 
IBM  possibly  affecting  the  company's  impartiality,  many  dealers  claim  very 
hi^  kvels  of  vendor  independence.  For  example,  P&P  estimates  that  it 
^stributes  9,000  personal  compute*  products,  each  of  which  it  has  assessed 
in  some  detail.  Accordingly  the  company  is  very  well  positioned  to  offer 
independent  purchasing  consultancy  to  corporate  users  in  the  personal 
coisp^  mxi  open  system  m&m.  In  tmm  of  pcodua  knowledge  aiKl 
supp(Ht  capability,  the  compsmy's  weakness  lies  in  its  lade  of  mainframe  and 
proprietary  mid-range  system  expertise.  However  some  large  dealers,  few 
example  ICG,  do  offer  IBM  AS/400  capabiUty  in  addition  to  their  Unix 
based  knowl«ige. 

The  large  dealerships  do  now  offer  a  full  service  capability  covering 
personal  computer  and  workstation  products.  Indeed  their  detailed 
apd»M^  k  »l^paitag  and  soi^xxting  such  ptoducts  exceeds  those  oi  tiie 
typ«»l  ppdfa^<»al  ^i^kes  v^ulor. 
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As  suppliers  of  personal  computer  products,  the  dealerships  also  have  good 
access  to  ihe  major  accounts.  Fot  example,  P&P  ootpoiatt  was  specifkally 
established  to  target  Times  Top  100  organisations.  As  indicated  by 
Unilever's  contract  with  P&P  for  desktop  services,  organisations  are 
prepared  to  outsource  desktop  services  separately  from  other  services  and 
are  prepared  to  evidraite  a  deal^^i^'s  aMkty  to  ^:^poit  thdr  pemmal 
computer  based  operations,  even  though  they  already  use  the  outsourcing 
services  of  a  professional  services  vendor.  Potential  desktop  services 
opportunities  are  being  put  out  to  tender  by  users  both  as  specific  requests 
for  d^lOBp  mvkxs  and  as  a  component  of  a  widor  ou^oorcing 
requirement.  However  it  is  probable  that  users  will  separately  award  a 
contract  for  desktop  services  where  they  perceive  that  this  will  result  in  a 
higher  level  of  service. 

One  potential  weakness  of  the  dealerships  is  their  current  overall  level  of 
pan-European  capability.  However,  ICG  has  largely  addressed  this  problem 
andamnite'ofodi^deal^ii^  are^irtingtodoso.  The^mie  Giitidsm 
could  be  applied  to  the  traditional  professional  services  vendofS,  few  of 
wh(xn  have  developed  a  widespread  outsourcing  capability. 

E  

Pruf^HBal  Services  Vendors  need  to  develop  Full  Service  Capability 

As  downsizing  and  the  trend  to  open  systems  in  Europe  continue,  desktop 
^ndb^is     tol)ec(»iie  (me  of  the      oatsourdng  so-vices  of  ^future. 
At  fl»  tSMOBsm^  iWs  opportunity  is  being  laigd|f  iidressed  by  the  major 
personal  computer  dealerships  as  they  seek  to  improve  their  account  control 
and  diversify  into  higher  value  added  services.  However  this  is  not  an 
oppcntumty  that  the  traditkmal  mitsourcing  vendors  can  aff(Md  to  ignore. 

Some  of  the  key  trends  in  the  desktop  services  market  are  listed  in  Exhibit 
III-20. 


m-20 


Copyright  1992 1^  INPUT,  RerprodueiiMI  ProhSbited. 


0E-DT2 


OUlBOUnCINQ  DESKTOP  SEIWIC^.  BimOK  li^-1997 


INPUT 


EXHIBIT  111-20 

Key  Trends 
Desktop  Services,  Europe 


•  Downsizing  producing  substantial  market  growth 

•  Outsourcing  ITTs*  increasingly  request  Desktop  Services 

•  Desktop  Servtees  al^  ennergrng  as  standatone  servk» 

•  Could  become  dominant  form  of  infrastructure 
management 


*  Invitation  to  Tender 

Firstly  downsizing  is  stimulating,  and  will  continue  to  stimulate,  substantial 
market  growth  in  desktop  services.  As  personal  computers,  local  area 
networks,  and  distributed  open  systems  become  the  basis  for  increasing 
ntmiimof  im^<mcrhk^  systcsm,  s»tiie  si^  of  this 

infrastructure  becomes  of  increasing  importance  to  users.  As  a  result,  the 
last  year  has  seen  the  award  of  a  number  of  major  contracts  for  desktop 
services  from  organisations  such  as  ICI,  Unilever,  and  TSB.  Ov»all  Hmc 
is  an  increasing  tradency  for  outsourcing  invitations  to  trader  to  include  a 
desktop  services  component  alongside  the  more  traditional  request  for 
management  of  proprietary  mainframe  and  mid-range  systems. 

Indeed  a  number  of  outsourcing  vendors  are  finding  that  the  supply  of 
transition  management  services  is  itself  leading  to  subsequent  requests  for 
desktop  services.  Typically  a  user  undertaking  a  transition  management 
coBtfflrt  toids  ^  fli«af«a«M  of  iiudniiaiiie  opm 
new  systems  are  developed.  Downsizing  is  frequently  involved.  The  usei's 
intention  is  typically  to  manage  the  new  systems  in-house.  However  some 
users  are  finding  that  the  technical  managemrat  of  dcwvnsized  systems  is 
also  i^sQQfl^  and  so  sedc  die  ai»istan(»  ctf  an  extanal  vendor  to  pinvi^ 
infrastructure  support  and  management 

Indeed  as  the  move  to  downsizing  continues,  de^ctop  s^vices  cmM  becxxne 
die  dcaninant  form  of  outsourcing  in  Europe.  INPUTs  current  forecaa 
growth  rates  for  Europe  imply  that  the  market  for  outsourced  desktop 
services  will  be  equal  to  half  the  market  for  platform  operations  by  1997. 
As  gytwvfe  in  tbe  outeogidBg  of  maiBftame  ^tolfonn  opmK&om  stowf.  so 
tfae  idadve  mqxxtanc^  of  CHJteouiced  desktop  sorv^ 
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Exhibit  in-21  lists  some  of  the  critical  success  factors  required  by  vendors 
to  sunned  in  the  desktop  services  maiket 


EXHIBrr  111-21 

Critical  Success  Factors 
Desktop  Services,  Europe 


•  Full  service  capability  in  PCs  and  LANs 

•  Broad  geographic  coverage 

•  Broad  application  software  product  support  capability 

•  Up-to-date  tedinical  skills 


veadors  must  e^iMsh  a  full  service  o^MlNlity  covering  personal 
computers,  local  area  networks,  and  open  systems,  ranging  from  the  supply 
of  equipment  and  software  products  ttu-ough  to  user  training  and  application 
software  product  suiqport 

The  vital  skill  which  is  currently  lacked  by  the  professional  services  vendors 
is  application  software  product  knowledge  at  the  personal  computer  level. 
TMs  ^kiU  most  be  aoqi^aed,  pinlfflMy  by  jcxm 
existiiig  peimoail  C(xnf>utar  dealership. 

It  is  essential  that  the  vendor  can  maintain  the  critical  mass  of  personnel 
necessary  to  keep  up-to-date  with  changes  in  personal  computer  products 
and  technology.  Users  currently  experience  considerable  difficulty  in 
keeping  up  with  new  versions  of  products  and  understanding  the  intricacies 
ctfd^lMi^vmions.  Sunflafiy  tte  day-to-day  maoafraEi^tt  of  lo^aiM 
n^worics  is  a  key  skill.  Both  breadth  and  depth  of  product  knowledge  are 
essential  and  this  level  of  expertise  can  only  be  maintained  by  vendors  which 
establish  a  significant  presence  in  the  desktop  services  market  Coverage  of 
a  mmSl  range  of  sc^t^tre  prcxbK^  is  uolitcdy  to  be  «i£fkaait  to  liable  a 
veodor  to  taake  a  majOT  incpK;t  on  die  desktc^  smic^  maricet 

Vendors  also  need  to  develop  a  broad  geographic  coverage  to  enable  them  to 
service  imjae  c<Hporati(ms  oa  a  pan-Eurc^)ean  basis. 
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IV 

User  Purchasing  of  Desktop  Services 


A  

Large  Companies  Seek  to  Simplify  Management 

Both  commercial  and  technological  factors  are  combining  to  drive  the 
market.  Exhibits  IV- 1  and  IV-2  summarise  the  driving  forces  behind  the 
adoption  of  desktop  services  as  perceived  by  leading  vendors  of  these 
services. 

In  particular,  a  number  of  major  corporations  which  have  traditionally  had 
the  expertise  to  manage  desktop  services  in-house  such  as  ICI  and  BP,  have 
takoi  die  deci^oo  to  feetis  on  didr  coie  af^tiiK  aad  to  divc^  ili^  non- 
core  activities.  In  addition  to  divesting  a  number  of  low  value-added 
petrochemical  concerns,  ICI  also  sold  the  organisation  responsible  for 
desktop  services  to  P&P  Corporate  -  a  major  dealer/diaribtttor.  The 
oi^nisaticHi  conconed,  ICI  OHOputer  Systems,  employ^  100  petsoiuiel 
who  were  transferred  to  P&P  corporate.  ICI  has  also  recently  announced 
formalised  partnership  agreements  with  Foster  Wheeler  and  John  Brown. 
Tbc  objecti^  df  diese  agreen^ts  are  to  reduce  tendering  time  and  com, 
fe^GepOfect  sei^uling  time,  and  release  engineering  staff  from  policing 
and  supervising  contractors.  Undoubtedly  ICI  hopes  that  similar  benefits 
will  accrue  from  outsourcing  its  desktop  services  to  a  preferred  supplier. 

In  the  current  econonie  climate,  many  companies  particularly  in  the  financial 
services  sector,  are  investigating  cost  saving  schemes  throughout  their 
organisations.  Accordingly  another  driving  force  is  the  desire  to  remove  the 
umsca^Qtey fiomlSco^s,  andwha«pc^bteredu(»li»m  Vtxmm 
internal  IS  department  viewpoint,  these  costs  are  exaceibated  by  the  need  to 
maintain  a  critical  mass  of  expertise,  which  a  third-party  vendor  might  be 
able  to  spread  over  a  broader  range  of  clients.  The  expense  of  maintaining 
an  in-house  desktop  support  capability  is  also  incs^iaed  by  the  rapid  rate  <rf 
technological  change  and  the  need  to  keep  in-house  personnel  up-to-date 
with  the  technology.  In  a  bid  to  reduce  these  support  costs,  TSB  is 
tran^erring  23  staff  to  CcHi^utacentra-. 
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EXHIBIT  IV-1 


Driving  Forces 
Desictop  Services,  Europe 


Desire  to  Focus 
on  Core  Business 

Cost  of  Maintaining 
Experts  in-house 

Difficulty  of  Keeping  In-house 
Personnel  Up  to  Date 

Reducing 
Costs  (rf  Si^rt 


4.3 


3.7 


J  i  I  I  I  I  L 


0 

Not  at  All 
Irr^rtant 


Very 
Important 


EXHIBIT  lV-2 


Standard  error  =  0.3 


Taehnological  Driving  Forces 
Desktop  Services,  Europe 


Mission-Critical  Applications 
on  Pefsoi^  Computors 


Networking 


Downsizing 


Rate  of 
Technological  Change 


Desktop  Services 


IV-2 
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It  can  be  difficult  for  the  vendor  of  desktop  services  to  achieve  econosnics  <rf 
scslt  from  the  funcdons,  smh  as  first-line  suppcat,  caxried  out  from  the 
user's  premises.  In  Ae  case  of  large  desktop  services  contracts,  a  number 
of  staff  are  usually  retained  on  the  user's  site.  While  vendors  may  argue  that 
their  on-site  staff  are  more  productive  than  user  personnel,  they  may  also  be 
more  M^ly  Temaaaxied.  la  otfier  instaiioes,  ^  cm-site  support  staff  will 
be  those  personnel  who  have  transferred  from  the  user's  organisation  to  the 
vendor's  organisation.  Of  course,  the  vendor  should  still  be  able  to  achieve 
some  econcHoks    scale  tarn  the  secoad-Mne  support  wlik;h  is  typically 
centralised  to  cover  a  range  of  clients. 

Some  vendors  such  as  iTNet  are  finding  that  users  have  a  strong  preference 
for  providing  fir^-line  support  to  ^-users  ui-hoose,  and  are  c(»t«it  to 
outsource  local  area  network  implementation  and  second-line  support.  IS 
departments  tend  to  justify  this  behaviour  using  the  rationale  that  while  they 
may  lack  detailed  technical  expertise,  they  do  understand  the  end  users' 
bu^ness  reqmremrat  and  adture  bettrar  ^tim  an  extmial  siq)idier. 

The  elements  of  desktop  services  which  users  choose  to  outsource 
obviously  vary  fratn  client  to  client  The  relative  propensity  of  usors  lo 
oucxnirce  each  dement  of  deslctop  i^rvices  is  sliown  in  Exhibit  IV-4. 

Large  companies  such  as  ICI  which  have  taken  a  policy  decision  to 
cMttsom^  desktc^  servk^s  typically  outsource  all  of  tl^  compmients  shown 
in  Exhibit  rV-4,  including  purchasing  advice  to  end  users.  Indeed  P&P 
Corporate  has  been  nominated  as  the  prefened  supplier  to  ICI  of  personal 
computers  and  workstations. 

At  the  other  extreme  are  vendors  such  as  iTNet  which  target  primarily  IS 
managers.  iTNet  does  not  supply  personal  computers  and  finds  that  in  the 
majority  of  instances  wbiem  ^  company  has  installed  tooil  9sm^  n^wofks, 
the  mac  cmly  requests  %ooDd-line  »q)p<at  jHeferring  to  r^ain  initial  hdp 
desk  sovices  in-house. 


OE-0T2 


CopyiigM  \9&Z    INPUT.  Reproduction  Prohibited. 


IV-3 


OUTSOUnCttlCI  D^KTOP  SERVICES,  ELfiOPE  19^1997 


INPUT 


A  number  of  technological  factors,  as  shown  in  Exhibit  rV-2,  are  also 
iiiCTeasing  tl»  donand  fot  desJctop  services.  Down^idng  is  iiKseamg  the 
importance  of  the  role  played  by  personal  computers,  local  area  networks, 
and  client/server  based  open  systems.  As  mission  critical  applications 
become  increasingly  implemented  in  these  technologies,  so  the  need  for 
high-quaUty  end-user  support  becomes  more  critical  than  when  personal 
computer  use  was  restricted  to  individual  personal  productivity  use.  The 
spread  and  complexity  of  local  area  networks  is  also  a  major  driver  in  users' 
adopticm  erf  (ibskfio^  soirtces,  ^dth  mmy  vmdcHs  finding  that  in-house  IS 
departments  are  ill-equipped  to  implement  and  support  local  area  netvirais. 
Accordingly  a  number  of  vendors  are  discovering  that  support  for  the 
desktop  is  a  follow-on  service  from  the  initial  implementation  of  local  area 
netwfsks,  |^v<^  the  scaid^  <rf  in-hcNise  iddUs  in  tiiis  arra  ai^ 
oi  tecIuM^cgical  diange. 

However  despite  the  rapid  growth  apparent  in  tiie  desktop  service  msAxst  at 
the  pxsem  ^im^  tlie  mailGet  is  still  in  its  infancy  and  there  are  a  number  of 
  af^cimlXDMUtorstoitsgiowAas(ratlinedin&dubitIV-3. 

EXHIBIT  IV-3 

Market  Inhibitors 
Desktop  Services,  Europe 


•  Existing  skill  base  in  large  compani^ 

•  Cost  justification  of  on-site  service 

•  Desire  to  run  first-line  support  In-house 


Firstiy,  many  companies,  particularly  very  large  organisations,  do  have 
con^defaUe  in-hcHise  racpmise  in  local  area  i^twofk  in^anm^km  md 
management.  Where  this  exists,  it  may  require  a  policy  decision  such  as  that 
adopted  by  ICI  to  bring  about  outsourrang  of  desktop  services. 

Seeoii#f ,  it  may  be  haid^  to  ^^-justiiy  die  <M»t»Hircing  of  desktop 

services  compared  to  other  outsourced  services,  for  example,  mainframe 
platform  operations.  In  mainframe  platform  operations,  there  are  significant 
economies  of  scale  which  can  be  introduced  by  transferring  the  equipment  to 
tbe  v^idof's  di^  o^tre  where  both  technical  and  management  expertise  can 
be  shared  between  a  number  of  clients.  In  effect,  the  whole  of  the  service 
can  be  administered  remotely. 


IV-4 


GopfiA^  19^  by  INPUT.  RepioduotiQn  F^pMbited. 


0E-DT2 


OUTSOUFXilNG  DESKTOP  ^RVICES.  EUROPE  1982-1907  INPUT 


EXHIBIT  IV-4 

Degree  of  Outsourcing  by  Service  Element 
Desktop  Services,  Europe 


Service 
Element 

Relative  Level  of 
Outsourcing  by  Users 

Purch£@ing  consultancy 

Medium 

Equipment  purchase 

Medium 

Equipment  niaintenance 

High 

LAN/Eauioment  Installation 

Hiah 

LAN  management 

High 

Help  desk  services 

-  ^stems  software 

-  applications  software 

Medium-High 
Medium 

S^nd-4ine  technical  support 

High 

B  

M^am  Sized  Compmies  lack  Support  Capability 

The  motivation  for  purchasing  desktop  services  appears  to  vary  between 
large  and  medium-sized  companies,  as  does  iSss  tdk&ve  hMvtmiOb  cn  the 
piochaang  dedskm  of  semxx  cxxpoms  executive  and  IS  managemrat 

For  large  companies  to  outsource  desktop  services  they  need  to  be  culturally 
predisposed  tc^vwb  oii^iratdiig  M  a  seni(»-  manageno^  levd.  While 
supporting  and  mamtainiBg  kxal  area  networks,  personal  aamputers,  and 
application  software  products  can  be  a  problem  for  IS  management  in  the 
large  corporates,  these  organisations  will  typically  have  a  high  level  of  in- 
hocise  capaMlity  with  which  to  provide  these  sravices.  Accwitiiigiy  the 
decision  to  outsource  is  more  likely  to  come  from  senior  executives  and  to 
be  based  on  a  decision  to  concentrate  on  core  businesses  only  or  to 
fix/reduce  the  costs  of  IS  infrastructure  and  end  user  support. 

On  the  other  hand,  as  outUned  in  Exhibit  rV-5,  medium-sized  companies  are 
likely  to  have  lower  levels  of  in-house  capability  in  areas  such  as  the 
iiiq)lanentation  and  imnagement  of  lacsi  area  ^tvroiks  mA  the  support  of 
^  users.  In  particidar,  tiliey  may  lack  the  resomces  to  maintain  a  oitical 
mass  oi  technical  skills  md  to  keep  up  with  dianges  in  techndo^. 
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EXHIBIT  IV-5 

Buying  Process 
Desktop  Services,  Europe 


Company  Size 

Factor 

Large 
Companies 

Level  of  In-house  F^ources 

High 

Medium 

Influence  on  Buylr^  Dedsion  of: 

Senior  Executives 

High 

Medium 

IS  Managenrtent 

Medium 

High 

Accordingly  IS  managers  in  medium-sized  organisations  will  in  some  cases 
recognise  '^dr  dqiaitmenf  s  difficulties  in  providing  a  si^poft  service  and 

choose  to  outsource  these  activities  themselves.  While  inidaUy  a  significant 
proportion  of  companies  may  choose  to  outsource  only  implementation  and 
second-line  support,  others  will  outsource  desktop  services  in  its  entirety. 

As  shown  in  Exhibit  rV-6,  the  length  of  the  initial  contract  for  desktop 
services  varies  according  to  the  scope  of  the  service  provided.  In  the  case  of 
large  contnwts  wfeere  the  u^is  <»it»Mircing  all  d  twi  key  tltmtm  of 
desktop  services  from  ©quifanent  purchasing,  through  installation,  to  on-site 
help  desk  services,  contracts  are  typically  signed  for  a  period  of  three  to  five 
years.  A  long  contract  period  is  particularly  probable  where  staff  have  been 
transferred  between  die  nso-  wad  vnukar. 

On  the  other  hand,  for  the  smaller  contracts  with  typically  less  than  500 
personal  computers  supported  and  where  vendors  encourage  the  user  to 
adopt  tamto  htlp       services  only,  cmitracts  are  typca&y  €>{  one  y^s 
duration.  In  some  instances,  a  one-year  contract  was  attributed  to  the  usor's 
need  to  gain  familiarity  with  the  service  and  not  commit  themselves  to  a 
lengthy  contract  at  an  early  stage  in  their  evaluatiwi  process. 
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EXHIBIT  IV-6 

Contract  Length 
Desktop  Services 


Large  contracts  mostly  for  3-5  years 

Small  &  medium-sized  contracts  mostly  for  one  year 
User  urK^rtainty  Is  a  key  factor 


Eidttbit  IV-7      usm'  sdection  criteria  in  choosing  a  vendor  d^ksop 
services.  Vendors  may  find  it  advantageous  to  include  equipment  and 
software  product  evaluation  and  supply  within  the  scope  of  their  services. 
One  of  the  key  criteria  is  the  vendor's  ability  to  take  prime  responsibility  for 
an  danc«ts    the  sovice  and  to  provide  a  ^gjte  point  of  cxMttact  to  si^sfy 
the  end  user's  request.  Many  vendors  of  desktop  services  will  themselves 
subcontract  components  of  the  service  such  as  equipment  maintenance  and 
user  training  to  other  vendors.  However  the  overall  service  must  appear 
seamless  to  the  met.  From  the  user's  perspective,  their  managemrat  of  Ae 
desktop  environment  is  greatly  simplified  if  the  supplier  of  desktop  services 
is  also  the  preferred  equipment  and  software  supplier.  This  arrangement  has 
hem  sdaptsd    ICI  in  its  (xmtract  with  P&P  Corporate. 

Up-to-date  expertise  is  also  critical.  The  vendor  must  have  both  breadth  and 
depth  of  expertise  in  supporting  the  products.  Experience  in  the  use  of  local 
area  netwoiks  and  persofifd  amspmer  software  products  is  essmtiaL.  For 
example,  P&P  claims  that  it  handles  9000  products  for  resale,  eadh<^wiach 
has  been  evaluated  in  depth.  The  company  also  claims  to  understand  the 
quirks  of  each  product  and  the  ways  in  which  application  software  products 

  intetactwidi  each  od^  in  practice. 

EXHIBIT  IV-7 

Vendor  Selection  Criteria 
Desktop  Services,  Europe 


• 

Use  of  single  supplier 

• 

Pan-European  capability 

• 

Vendor  independence 

• 

Up-to-date  expertise 
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Vendor  independence  is  another  factor.  Many  desktop  services  contracts 
will  indu^  purchasing  ccmsultancy  and  the  supply    de^ctc^  equtpmoit 
and  software  products.  Accordingly  it  is  important  that  the  vendor  has 
experience  of  a  wide  range  of  products  and  is  relatively  impartial  in  its 
evaluation  of  these  products'  capabihties.  Broad  product  knowledge  and 
pefcdved  taap&&s&  are  ]»obably  more  inqxntant  vcndsx  attrilmtes  than 
whether  or  not  the  vendor  manufactures  its  own  products.  For  example, 
Barclays  Bank  has  outsourced  its  personal  computer  management  in  the 
United  Kingdom  to  Olivetti  Systi^EOS  and  N^works,  despite  the  fact  thM 
Olivetti  only  supplies  a  mincH-  pioporticm  of  tte  equipn^t  used. 

The  vendor  also  needs  the  appropriate  geographic  coverage  to  match  the 
clioit's  geographic  presence.  In  many  cases,  (mly  a  limited  geographic 
support  capability  is  required.  However  in  order  to  successfully  target 
major  corporations,  a  high  level  of  national,  if  not  pan-European,  coverage 
is  required.  Users  typically  wish  to  maintain  a  single  source  of  support 
acam  all  ^ixk  opmkms,  and  requiie  a  ^andaid  tevd  of  warvvx 
independent  of  location.  The  leading  dealers/distributors  of  personal 
computer  equipment  and  software  are  endeavouring  to  set  up  pan-European 
operations  to  supply  equipment  and  sui^crt  services  internationally  to  the 
lai^t  European  users. 

C  

Standalone  Contracts  Account  for  Most  of  the  Market 

TiMsm  is  a  growing  trend  for  users  to  outsource  the  managonent  of  their  IS 

infrastructures.  Historically  this  has  usually  meant  the  outsourcing  of 
mainframe  computer  operations,  which  in  many  instances  has  also  included 
support  fior  wide  area  networks  and  tenninals  linked  to  tht  mainftame. 
AcoOidi])|^y  the  majority  of  the  traditional  European  systems  operations 
vendors  such  as  Hoskyns,  Data  Sciences,  Sema  Group,  EDS,  and  Anders«i 
Consulting  believe  that  a  small  element  of  desktop  services  is  typically 
indaded  nlMte  die  scope  €^  ei^  ctf  their  (Hitsourdng  contracts.  Than  is 
also  evidence  to  suggest  that  an  increasing  proportion  of  major  systems 
operations  invitations  to  tender  are  including  the  requirement  to  support  local 
area  networks  and  support  end  users  using  personal  computer  based 
ai^licatimi  software  products. 

For  these  reasons,  systems  operations  vendors  are  beginning  to  develop  an 
interest  in  desktop  services.  TmditxmsXfy,  it  is  an  area  in        di^  have 
had  only  a  low  level  of  int^st. 

Howi^f  ^  ferge  contracts  for  desktop  services  which  have  started  to 
s^^p&at  owBt  ^  last  twelve  nxMiths,  fox  exanqile  those  inwlving 
Unilo^er  and  ISB,  are  not  part  of  a  wkira:  systems  q)enttUMis  ccmtract 
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These  standalone  contracts  account  for  the  bulk  of  the  desktop  services 
nuoket  at  the  ipteseat  time. 

Indeed  it  appears  that  even  users  who  have  existing  systems  operations 
contracts  are  prepared  to  independendy  outsource  their  desktop  services. 
For  «aDiq>le,  Un^^,  wWdi  is  a  clirait  of  EDS  far  systrans  management 
services,  recently  setected  P&P  Oorpotate  to  mana^  Ae  ofganisaticMi's 
desktop  services. 
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V 

Leading  Desktop  Services  Vendo] 


This  section  analyses  the  service  offerings,  deHvery  capabilities,  and 
strengths  and  weaknesses  of  a  ftjpnfee|  ^y^of ^^Jj^^^g  the 
desktop  services  market.  '--'.^.im-J:^- 

The  vendors  analysed  are  two  major  equipment  dealerships  - 
International  Computer  Group  and  P&P  Corporate  -  and  two 
professional  services  vendors  who  have  historically  been  active  in  the 
systems  operations  market  -  Sema  Group  and  iTNet.  "  " 

Overall  many  of  the  professional  services  vendors  are  still  not 
seriously  targeting  desktop  services.  While  these  organisations 
recognise  desktop  services  as  a  small  -  typically  less  than  5%  - 
component  of  their  existing  systems  operations  activity,  they  are 
content  to  treat  desktop  services  as  a  low  value-added  activity  to  be 
subcontracted  where  necessary.  There  sometimes  appears  to  be  a 
tendency  to  over-identify  desldtop  services  with  equipment 

On  the  other  hand,  the  major  equipment  dealerships  see  desktop 
services  as  a  major  opportunity  to  diversify  away  from  low  value  added 
activities  such  as  equipment  sales  and  maiiileffiiffi[C»  and  into  higher 
-lalue-added  support  services. 

Analyses  of  the  capabilities  and  strategies  of  specific  equipment 
vendors  and  independent  maintenance  organisations  (IMO's)  are 
contained  in  INPUT'S  report:  "The  Impact  of  Downsizing  on  Customer 
Services  Organisations".  Digital  and  Computeraid  are  among  the 
vendors  analysed  in  this  report        t^*^  ; 
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Equipment  Dealers 


EXHIBIT  V-1 


1.  P&P  Corporate 

P&P  was  initially  established  as  a  distributor  of  microcomputer 

products,  but  subsequently  established  a  dealership  operation 
targeting  the  Times  Top  ^^mpanies  in  J^y^  c^ll^^JE&P 
Corporate. 


P&P  Corporate  is  now  strongly  targeting  desktop  services  as  a  further 
move  to  higher  value-added  services.  Some  of  the  features  of  P&P's 
desktop  services  offering  are  shown  in  Exhibit  V-1. 

P&P :  Service  Offerings 


•  Contract  Manag§d  Support 

•  Dealer  to  Times  Top  100 

•  Frequently  takes-QK^ppuJ^ersonnel 

•  Open  relationship  ^ 

•  Tailored  service 


P&P  is  wary  of  using  the  term  "f  aciUties  management"  to  describe  its 
service  since  it  believes  this  has  negative  connotations  in  the 

marketplace.  Instead  the  company  prefers  to  use  the  description 
"Contract  Managed  Support".  P&P  Corporate  believes  that  the  major 
corporations  are  the  principal  target  for  desktop  services  motivated  by 
the  sheer  pace  of  change  within  the  personal  computer  marketplace. 

As  in  traditional  outsourcing  contracts,  P&P  Corporate  are  prepared 
to  take  on  user  support  personnel  as  part  of  the  deal.  In  the  case  of 
their  contract  with  Unilever,  P&P  acquired  12  staff  and  90  were  taken 
on  from  ICI.  Other  clients  cited  by  P&P  include  Eagle  Star,  British 
Aerospace,  and  Coopers  &  Lybrand  Deloitte.  P&P  state  a  preference 
for  fitting  user  personnel  into  the  P&P  career  structure,  and  are 
prepared  to  forgo  a  contract  if  there  are  significant  potential 
jl^culties  in  integrating  tb< 
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P&P  Corporate  claim  to  offer  very  open  relationships  to  their  clients 
inferring  that  the  client  is  encouraged  to  monitor  tb«  n^ipns  tba^  ^ 
P&P  is  making  on  any  business  contract. 

As  in  many  large  outsourcing  contracts,  P&P  tailor  the  delivery  of  tiblt«^ 
service  and  the  support  organisation  to  the  individual  client's 
requirements.  As  shown  in  Exhibit  V-2,  P&P  has  considerable 
capability  in  each  of  the  major  service  components  required  for  i 
desktop  servicis;,  . 


Delivery  Capability :  P&P^Gffporate 


Service  Element 

Level  of  Capability 

 '  '  '^^4' — ■  — 

Purchasing  ConsuMW^ 

Equipment  Purchase 

High           *  ' 

MlP;  . 

LAN/Equipment  installation 

.  High 

LAN  manairiii^' 

Help  desk  s^-vfcii, 

-  systems  software' 

-  applications  scftw'Wi^..^"'^ 
products 

Hfih  ^ 

Second-line  technical  support 

High 

P&P  Corporate  believes  that  one  of  its  major  miique  selling 
propositions  compared  to  the  equipment  vendors  or  the  professional 
services  vendors  is  the  organisation's  high  level  of  vendor 
independence.  P&P  estimates  that  it  handles  9,000  software  and 
hardware  products  within  the  personal  computer  and  Unix 
enviroimients,  and  that  having  evaluated  each  of  these  products  in 
some  depth,  the  company  knows  the  true  capabilities  of  the  products 
and  how  to  integrate  groups  of  them  successfully.  Accordingly  the 
company  believes  it  hays  a  portion  M  hfpi  i]il^^||fiiil^|lttidiksing 


For  example,  the  contract  with  ICI  nominated  P&P  as  the  exclusive 
supplier  of  personal  coxs!giG^''0SiilSii0k^^  supplier  ( 
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The  importance  of  equipment  maintenance  is  played  down  by  P&P, 
whereas  the  company  emphasises  its  capabihty  to  install  and  support  a 
wide  range  of  equipment  and  software  products. 

In  the  case  of  large  contracts,  P&P  tailors  its  support  and  help-desk 
services  to  the  user's  requirements.  However  it  is  likely  that  some 
element  of  on-site  support  will  be  used  to  support  large  companies. 

However  logging  of  all  queries  is  critical  whether  or  not  on-site 
support  is  used  and  so  P&P  has  established  a  national  call  control 
system  to  BS5750  standards.  Although  P&P  prefers  to  offer  both 
help-desk  and  second-line  support  to  users,  the  company  will 
sometimes  provide  just  second-line  support  to  the  user's  own  help- 
desk.  P&P  is  endeavouring  to  providb  j 
assist  users  in  fault  diagnosis. 

P&P  Corporate's  strengths  and  weaknesses  are  sunmiarised  in  Exhibit 
V-3.  The  company's  principal  strengths  are  its  established  presence  in 
major  accounts  and  its  breadth  and  depth  of  knowledge  of  personal 
computer  products.  The  traditional  competitors  in  outsourcing 
typically  lack  the  breadth  of  software  product  knowledge  which  P&P 
has  developed  as  part  of  its  dealership  capability. 

However  although  the  company  is  one  of  the  market  leaders  in 
desktop  services  in  the  UK,  it  still  has  a  number  of  potential 
weaknesses. 

Firstly  the  company  is  still  only  in  the  early  stages  of  establishing  its 
pan-European  capability,  and  is  constrained  by  its  present  financial 
difficulties  from  developing  its  geographic  coverage  rapidly.  P&P  has 
established  wholly  owned  subsidiaries  in  Belgium  and  Sweden,  and  is 
building  associations  with  large  dealerships  in  Germany  and  France. 
F&P's  long-term  objective  is  to  establish  operations  in  each  European 
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Strengths  Weaknesses 


Targeting  mayor  •    Lack  of  mainframe  & 

corporations  proprietary  systems 

operations  capability 


Knowledge  of 
9000  PC  products 


L^ck  of  specific  industry 
expertise 


Vendor  independence 


European  coverage  still 


Another  potential  weakness  is  P&P's  comparative  lack  of  industry- 
specific  expertise.  While  desktop  services  is  predominantly  a 
horizontal  offering,  it  may  still  need  to  be  sold  portraying  a  high  level 
of  industry  expertise.  Also,  as  the  application  development  content  of 
contracts  increases,  which  is  a  declared  aim  of  P&P,  so  industry- 
specific  capability  becomes  increasingly  important. 

Finally,  P&P  Corporate  lacks  capability  in  addressing  prospects' 
mainframe  and  proprietary  system  based  requirements.  A  significant 
trend  in  the  outsourcing  market  is  for  prospects  to  issue  invitations  to 
tender  requesting  outsourcing  of  combined  large  systems  and  desktop 
computing.  No  vendor  is  well  positioned  to  service  these 
opportunities  at  present  and  P&P,  recognising  this  opportunity,  is 
actively  seeking  a  partnership  with  one  of  the  traditional  outsourcing 
vendors.  The  Sema  Group  is  ruina|^||pg|iiiii:  company's  preferred 
partner  at  the  pres^iiifc^  V 


2.  International  Computer  Group  ^ 
The  International  Computer  Group  (ICG)  was  founded  in  1989  as  a 


•  Computacenter  (UK) 
Random  (France) 
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Since  then  ICG  has  expanc 


International  Computer  Group :  Members 


Country 

Member 

France 

*  Random 

Gemiany 

United  Kingdcp 

Computacenter 

Belgium 

MCC 

Denmark 

Norway 

EDB 

Netherlands 

Spain 

Logic  Control 

Greece 

ABC 

In  1990,  the  combined  turnover  of  the  ICG  Group  was  $1,600  million, 
and  the  ICG  network  included  175  outlets  -  40  of  which  are  IBM 

System  Centres.  ICG  has  strong  links  with  IBM,  and  approximately 
70%  of  all  system  units  sold  by  ICG  in  1990  were  IBM.  In  1991,  ICG 
fillllppointed  as  a  European  I^ii^i$sodat@^9M^»lar 


In  addition  to  their  personal  computer  activities,  ICG  members  are 
l^icaUy  RS/6000  value-added  resellers  and  hold  AS/400  agency 
agreements.  -  ^ 

ICG  was  formed  by  its  members  to  cater  for  clients'  needs  for  a  pan- 
European  service,  and  to  provide  a  consistency  of  service  throughout 
Europe  from  a  single  client  interface.  The  local  account  manager 
remains  the  single  point  of  contact  for  the  client  and  any  international 
requirements  are  co-ordinated  through  ICG's  central  co-ordination 
centre  in  Paris  which  includes  multilingual  account  co-ordinators,  a 
help  desk,  sales  support,  project  management,  and  purchasing  services. 


.■4/  ■      -    •  . 
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EXHIBIT  V-5 


OUTSOURCING  DESKTOPSggVICES,  EUROPE  1992-1997 


INPUT 


:  Principal  Offerings 


HelpD^ 

:  ^^'^  tr^mational  AccxHjnt  Management 
Consultancy  Sen/ices 
PC  Integration  Sen/ices    ;  ;  '  ^  * 


Clients  can  receive  proposals  for  installations,  training  and  services  for 
anywhere  in  Europe  from  the  Help  Desk.  They  can  place  their  order 
tfarough  their  local  Account  Manager,  and  the  ICG  Help  Desk  co- 
ordinates the  delivery  and  installation  process,  communicating 
progress  back  to  the  Account  Manager,  or  directly  to  the  client.  The 
Help  Desk  can  also  organise  meetings  between  the  ICG  local  country 
Account  Manager  and  a  client's  overseas  subsidiary. 

The  Help  Desk  is  a  service  that  allows  orders,  issuing  from  anywhere 
in  Europe,  to  be  processed  as  easily  on  an  international  scale  as  they 
are  nationally.  ■  rv  ■ 

The  implementation  of  comprehensive  problem  management 
procedures  means  that  customers  using  the  Help  Desk  can  be  assured 
that  their  projects  are  constantly  tracked,  and  any  problems  receive 
immediate  mtm^^, 

CUents  can  generally  use  the  Help  Desk  facility  for  relatively  small 
requirements,  such  as  a  PC  and  peripheral  installation  in  two  overseas 
branch  offices,  or  a  training  programme  for  overseas  employees. 
Client  with  regular  and  more  complex  requirements  will  need  to  use 
the  International  Account  Management  service. 
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Clients  who  have  regular  international  technology  procurement 
requirements  are  able  to  sign  an  international  Account  Service 
agreement  with  their  local  Account  Manager.  This  contract  agrees 
standard  terms,  conditions  and  discount  levels  for  all  services  and 
equipment  specified  in  the  contract.  All  countries  covered  by  the 
agreement  may  use  the  contract  with  their  local  ICG  supplier.  The 
client  therefore  benefits  from  the  economies  of  scale  of  negotiating  at 
the  international  level  but  keeps  the  flexibility  of  being  able  to  order 
equipment  using  the  same  terms  md  conditions  at  the  local  level. 

Clients  with  an  International  Account  Service  (IAS)  agreement  still 
work  primarily  through  their  local  Account  Manager.  However,  as 
part  of  the  IAS  agreement,  an  ICG  Account  Manager  is  appointed  in 
each  country  and  the  account  is  co-ordinated  centrally  by  ICG  in  Paris. 
All  account  managers  deaUng  with  the  account  have  a  copy  of  the 
contract  and  fiilly  understand  the  client's  central  requirements, 
approved  systems,  software  and  services.  Through  ICG,  the  client 
receives  regular  reports  of  all  orders  placed  in  each  country,  a  copy  of 
system  acceptance  forms,  a  summary  of  hotline  enquiries  and 
maintenance  interventions  made  in  each  country.  *^ 

The  IAS  agreement  can  be  used  for  procuring  products  and  services 
ranging  from  small  PC  Network  installations  in  a  single  overseas  office 
to  ti^e  implementation  of  <X)mmunicating  LAN  and  WAN  solutions 
across  the  whole  of  BlMpi^  «  t  i'^^ 

ICG  is  also  endeavouring  to  position  itself  as  a  major  systems 
integrator  on  pei^onal  computer  and  open  systems  platforms.  The 
group  offers  the  following  services  on  a  pan-European  basis: 

•  IS  planning 

•  IS  platform  selection  " 

•  Implementation  « 

•  Education  programmes 

•  Systems  operations 

•  Inter-company  reporting  procedures,  including  PC  Audits. 

The  group  is  also  actively  targeting  desktop  services.  The  group 
member  which  is  leading  the  development  of  these  service  is 
Computacenter  in  the  UK.  Computacenter  estimates  that  it  currently 
has  ten  clients  using  desktop  services  including  TSB,  where 
Computacenter  is  in  the  irnifi^yiBMji^  from  the 
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The  market  for  desktop  services  is  less  developed  outside  the  UK. 
Random  in  France  estimates  that  it  has  2-3  medium-sized  clients  for 
its  desktop  services.  However  the  component  of  desktop  services 
which  is  growing  most  rapidly  in  France  is  hotline  support  for  end 
users  using  application  software  packages  such  as  Excel  and  Word. 
Random  markets  an  end-user  support  service  whereby  users  are 
invoiced  monthly  according  to  the  time  spent  solving  problems  for 
end-users.  Random  estimates  that  the  average  time  taken  to  answer  a 
client's  query  is  seven  minutes. 

ICG's  overall  strengths  and  weaknesses  ai^Mmmarised  in 

Exhibit m-'^  :-mm 


ICG :  Strengths  &  Weaknesses 


strengths 

Weaknesses 

•  Pan-European  coverage 

•  Equipment  supply  & 
installation         ^  ^ 

•  Breadth  of  support 

capability 

 1 

•    Indu^-specific  expertise 

Lack  of  large-systems 
expertise 

Lack  of  systems 

operations  customer  base 

 '-^.iim^'  .  1 

Overall  ICG  is  at  a  more  advanced  stage  in  offering  a  pan-European 
service  than  its  main  competitor  in  the  UK,  P&P.  ICG  already  has 
established  members  in  ten  countries  and  has  associate  members  of 
the  group  in  Sweden,  Austria,  Switzerland,  Portugal,  and  Ireland. 
However  there  is  considerable  work  needed  in  developing  the  market 
for  desktop  services  across  miost  of  Europe^    -  ' 


The  members  of  ICG,  like  P&P,  offer  the  full  range  of  services 
required  to  target  the  desktop  services  market  and  are  particularly 
strong  in  equipment  supply  and  installation.  However  ICG,  given  its 
strong  dependence  on  IBM,  may  appear  to  users  to  be  less  vendor- 
independent  than  P&P. 

ICG,  like  P&P,  has  expertise  in  a  wide  range  of  personal  computer 
products  and  offers  a  breadth  and  depth  of  support  capability  which  is 
ilM^pi^  ^ablU^I|»|  m^y  of  i^f^  jp^pojpal  s^^^yendors. 

"    '  >i  .  ■   'V      ,  - 
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To  further  develop  their  presence  in  the  desktop  services  market,  the 
members  of  ICG  will  need  to  strengthen  their  industry-specific 
knowledge  and  to  develop  systems  operations  capability  targeted  at 
mainframe  and  proprietary  mid-range  systems.  This  latter  aim  is 
*  ^-Sf  . ;  probably  best  achieved  via  partnership  with  an  existing  systems 

operations  vendor.  Such  an  alliance  would  also  give  members  of  ICG 
access  to  an  existing  systems  operations  customer  base. 


B 


Professional  Services  Vendors  -r 

1.  Sema  Group 


The  Sema  Group  are  one  of  the  minority  of  traditional  systems 
operations  vendors  who  are  actively  targeting  desktop  services,  but  so 
far  the  company  has  only  signed  a  snmll  nimibe|^  coQ^pjt^  . 


Sema  Group  believes  that  while  some  clients  are  seeking  to  save 
money,  this  is  not  the  primary  motivation  for  users.  The  company 
identifies  much  of  the  opportunity  in  this  marketplace  coming  from  IS 
departments  in  medium  to  large  organisations  seeking  to  outsource  a 
non-core  activity  which  they  have  difficulty  supporting  internally. 

The  company  recognises  the  importance  of  providing  a  single  point  of 
contact  for  users,  and  unlike  a  number  of  professional  services  vendors 
will  support  an  agreed  range  of  appUcation  software  products  such  as 
WordPerfect.  In  other  instances  the  company  will  subcontract  second- 
line  support  of  software  pgi^^p^lp  .the  product's  ori^n^  author.     .  v 

The  Sema  Group  prefers  to  offer  a  remote,  centralised  help-desk 
service  to  users  rather  than  an  on-site  service  since  only  in  this  way  can 
the  Gom^my  ^ 


■9t 
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EXHIBIT  V-7 


EXHIBIT  V-8 


Service  Offering  :  Sema  Group 


Based  on  LAN  expert!^ 
Will  support  agreed  n 
Single  source  support 
Preference  for  remote  help-desk 


ions 


However  the  company  does  utilise  communications  links  to  the  user's 
systems  to  aid  remote  diagnostics.  The  company  estimates  that  the 

break-even  point  for  putting  personnel  on  the  user  site  comes  at  an 
installed  base  of  approximately  500  personal  computers. 

Ejdubit  V-8  assesses  Sema  Group's  delivery  capability  in  each  of  the 
major  service  elements  required  for  desktop  services. 

jpellvery  Capability :  Sema  Group 
Desktop  Services,  Europe 


Service  Element 

Level  Of  Capability 

Purchasing  consultancy 

^^ywg.^  

'  Medium 

Equipment  pureiiib  ^ '  i  ' 

Equipment  maintenance 

LAN/^uipment  installation 

LANnrp]^PI|t 

*  y"  High 

Help  desk  services  ^-^ 

-  systems  software 

-  application^^^^^ 
products 

Medium 

Second-Line 
technical  support 

•;  High 

i^^'  ^^^^^^^^^^^^^^^^^  ' 
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The  Sema  Group,  unlike  many  professional  services  vendors,  does 
offer  purchasing  advice  to  users  and  will  order  personal  computer  , 
products  on  their  behalf  through  a  third  party.  Equipment  '  • ' 

maintenance  is  also  subcontracted  t#l  liM  party.  ^  - 

Sema  Group  has  a  high  level  of  networking  capability  and  manages 
the  implementation  of  local  area  networks  itself  together  with  any 
software  integration  require#^-^  '  *   ''^^"r  ; " 

The  company  charges  for  its  help-desk  services  by  charging  for  a  given 
rate  of  calls,  for  example  up  to  500  calls  per  month,  thereby  putting  a 
limit  on  its  commitment  to  the  client.       s** :  ^>  -  .  ^  >  y-  ^ 

Sema  Group's  major  strengths  ai^jr^j^pses  in  d^^^i|^^^,£u:e 
summarised  in  E)diibit  V-9,  •    ;  ^  tP^^^ 

*^:-':^f  f:r';yj-        -     _       -        — .  „   /  s.- ^  ^iKi",.' 


Strengths  and  Weaknesses  :  Sema  Group 
Desktop  Services,  Europe 


strengths 

Weaknesses 

•  LAN  management 

capabili^^  ^ 

•  Willingness  to  support 
application  sqft^e , 
products 

•  Single  source  support 

•    Lack  of  breadth  of  PC 
application  software 
product  expertise 

;     j#     "  .      -  y  ■  /  ,'-y^. 
■f    /y'.  '.       '  '  "' 

Sema  Group,  like  many  of  its  professional  services  rivals,  has  a  high 
level  of  expertise  in  implementing  and  managing  local  area  networks. 
The  company  also  recognises  the  importance  of  offering  a  single 
source  of  contact  to  the  client  for  all  services  from  purchasing 
consultancy  and  equipment  supply  through  to  comprehensive  end-user 
application  support,  and  is  willing  to  support  a  range  of  standard 
software  products.  However,  the  Sema  Group's  weaknesses  include  its 
dependence  on  partners  for  the  supply  and  maintenance  of  equipment 
and,  more  importantly,  its  inexperience  in  supporting  personal 
computer  based  application  software  products.  It  is  extremely  difficult 
for  the  Sema  Group  to  match  the  detailed  expertise  of  the  main 
dealerships  in  standard  application  software  products.  The 
dealerships  typically  possess  a  more  detailed 
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iTNet  is  one  of  the  leading  UK  systems  operations  suppliers  with 
pa^cular  expertise  in  the  local  government  and  process 
manufacturing  sectors.  iTNet  is  a  wholly  owned  subsidiary  of  Cadbi^ 
Schweppes  and  has  a  turnover  of  £30m.  The  company's  services 
include  systems  operations,  Application  Management,  systems 
integration,  project  management,  consultanQr  and  recovery  skills. 

iTNet  has  also  taken  the  initiative  in  targeting  desktop  services, 
though  its  offering  -  summarised  in  Exhibit  V-10  -  is  significantly 
different  from  those  marketed  by  the  major  dealerships. 


Service  Offering :  ilNET 
Desktop  Services,  Europe 


•      Targeting  IS  management 

Local  service  only  : 

'        -    -II' .       .■■TfiT  ■*  ■  i.Or,; 

iTNet's  desktop  services  capability  largely  resides  in  the  organisation's 
Network  Solutions  division,  which  has  historically  concentrated  on  th@,^y 
implementation  of  local  area  networks.  The  company  believes  that 
extensive  experience  is  necessary  to  realise  the  full  benefits  of  local 
area  networks  and  that  many  networks  have  been  poorly  implemented 
in-house.  Incorrectly  implemented  local  area  networks  then  require 
an  unjustifiable  level  pf  i|i|^rtit  and  so  j^ip^bfU^^ 
external  assistance.   '  >  ' 


However  the  software  support  provided  by  iTNet  is  essentially  limited 
to  systems  software  and  office  automation  products  such  as  Lotus 
Notes.  Accordingly  iTNet  does  not  provide  first-line  support  to  end 
#ers  in  the  majority  of  instances.  Tlie  typicsd  pattern  for  iTNet  is 
network  m 


ITNet  also  feels  constrained  in  its  geographic  coverage  by  the  need  to 
provide  4-hour  call-out  times  from  its  Birmingham  office.  Accordingly 
the  majority  Qj^|M^|p||pil|i's.  dieots  %re  mi 
Midlands. 
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iTNet'^^^^^^^iy^  jg^ktOP  seiyig|t||jij^pa4||/l  in  Exhibit 


Delivery  Capability :  ITNet 
Desktop  Services,  EurQpf 


Service 
Element 

Level  of  Capability 

Purchasing  Consult£tf|$^ 

 f*^^  

Low 

Equipment  purchas^^^^s  ^ 

Equipment  Maintenance 

Medium* 

LAN/equipment  Installation 

LAN  Management 

Help  desk  Services 

-  Systems  softwari#  >^ 

-  Applications 
Software  products 

Low 

Second-line 
technical  support 

iTNet  does  not  wish  to  be  a  suppHer  of  personal  computer  products 

and  the  company's  cHents  typically  continue  to  source  their  own 
equipment.  However  the  company  does  act  as  a  value-added  reseller 
for  local  area  networks  on  a  project  by  project  basis. 

For  equipment  maintenance,  iTNet  is  endeavouring  to  build  a 
relationship  with  a  single  partner.  However  in  many  instances,  the 
client's  existing  maintenance  company  is  retained. 

iTNet's  first-line  support  is  composed  of  Customer  Delivery  Teams. 
These  teams  log  all  queries  and  ensure  that  any  response  is  carried  out 
in  accordance  with  the  service  level  agreement  in  operation  between 
iTNet  and  the  client.  These  Customer  Delivery  Teams  operate  to 
BS5750  standards.  Most  of  these  teams  operate  off|li||||tough  iTNet 
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While  the  first-line  support  is  customer-oriented,  iTNet's  second-line 
support  is  organised  into  techpotagy^d^i^ai^nt  teams* 

Clients  are  typically  charged  a  retainer  fee  for  a  certain  level  of  help 

addition^  fees.  X" 

iTNet's  overall  strengths  and  weaknesses  in  the  desktop  services 
market  are  ^umnarised  in  Exhibit  V-13.  " 


Strengths  and  Weaknesses  :  ITNet 
Desktop  Services,  Europe 


Strengths 

Weaknesses 

•  LAN  implementation 
expertise  >-''^' 

•  Systems  Operations 
customer  base 

•  Lack  of  support  of  standard 
appikjation  software 

■  Geographic  coverage 

The  company's  major  strengths  are  its  presence  in  the  systems 

operations  market  and  its  local  area  network  support  capability. 
iTNet's  presence  in  the  systems  operation  market  should  be  a  major 
advantage  since  many  prospective  users  are  seeking  a  combination  of 
large  system"  systems  operations  and  desktop  services.  iTNet  is  also 
one  of  the  few  playiers  in  the  systems  operations  HKirket  who  are 

However  the  company  is  at  a  disadvantage  in  not  offering  extensive 
si^port  of  application  software  products  to  end  users,  and  by  its  self- 
imposed  geographical  constraints.  Geographical  coverage  should  not 
be  a  problem  in  targeting  large  desktop  services  contracts  since  in 
these  instances  on-site  support  staff  are  normally  required. 
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mefinition  of  Tenas 
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Introductiili 


INPUT'S  Definition  of  Terms  provides  the  framework  for  all  of 
INPUTS  market  analyses  and  forecasts  of  the  information  services 
industry.  It  is  used  for  all  U.S.  programs.  The  structure  defined  in 


One  of  the  strengths  of  INPl^P^ftiarket  analysis  services  is  the 
consistency  of  the  underlying  market  sizing  and  forecast  data.  Each 
year  INPUT  reviews  its  industry  structure  and  makes  changes  if  they 
are  required.  When  changes  are  made  they  are  carefully  documented 
and  the  new  definitions  and  forecasts  reconciled  to  the  prior 
^finitions  and  forecasts.  INPUT  cUents  have  the  benefit  of  being 
able  to  track  market  forecast  data  from  year  to  p 
ipd  consistent  fouj^^dation  of  definitions. 

For  1992  INPUT  has  added  one  delivery  mode  and  three  new 


•  Equipment  Services  has  been  added  as  the  ninth  delivery  mode. 
INPUT  has  forecasted  the  hardware  maintenance  and  related 

services  market  through  its  Customer  Services  Programs  for  a 
number  of  years.  Starting  in  1992,  such  services  will  be  inclui^^|R 
the  total  information  services  industry  as  defined  by  INPUT.  ■ 

•  Two  submodes  have  been  added  to  the  Systems  Operations  delivery 
mode  -  desktop  servig^  saadn^flii^  n^e^em&ti.  Thpr 
on  pages  5  and  6. 

»  A  fourth  submode  has  been  added  to  the  Professional  Services 
delivery  mode  -  applications  management.  This  change  reflects  a 
shift  in  the  way  some  software  devel^^^^M^maintenance 
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A  series  of  definitions  for  computer  equipment  have  also  been  added. 

Changes  from  the  1991  INPUT  Definitions  of  Terms  are  indicated 
with  a  ii. 

B  

Oyerall  Definitions  and  Analytical  Framework 


1.  Iitfonnation  Services 

If^ormation  Services  are  computer/telecommunications-related  products  and 
services  that  are  oriented  toward  the  development  or  use  of  information 
sys&nm.  InfiHiiiatkxisavices  typically  involve  c»ie  or  m 
fdknving: 

•  Use  of  vendor-provided  computer  processing  services  to  develop  or  run 
i^icadkm  or  iiii^de  sefvk^  sudi  as  disas^  reco^^ 

(caUed  Processing  Services) 

•  A  combination  of  computer  equipment,  packaged  software  and  associated 
support  services  v^^iich  mil  n^t  an  ^UcaticHi  systmis  need  (calted 
Turnkey  Systems) 

•  Packaged  scriftwireimxhicts,  including  systeois  software  or  appUcations 
s<^tware  products  (called  Softsvare  Products) 

•  People  services  that  support  users  in  developing  and  operating  their  own 
infcnmaticm  systom  (csSkd  Professional  Services) 

•  The  combination  of  products  (software  and  equipment)  and  services  where 
the  vendor  assumes  total  responsibihty  for  the  development  of  a  custom 
integiaiBd  scduticm  to  m  wicxmai&cm  s;^tam  need  ((^Ited  Syst&ns 
Imegra^) 

•  Services  diat  provide  operation  md  managemetrt    all  ch*  a  si^iificant  part 
of  a  user's  information  systems  fiinctions  under  a  Icmg-term  ccmtract 
(called  Systems  Operations) 

•  Services  that  support  tfie  delivery  of  infOTmation  in  electrwiic 
form-typically  network-oriented  services  such  as  value-added  networks, 
dectrmic  mail  and  document  interchange  icaRed  Network /plications) 

•  Servk^^iiet^ipiMit^acc^anduseofftid^andia^^ 
information  such  as  on-line  data  bases  and  news  sovtoes  (called 
Electronic  Ir^ormation  Services) 
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'  Services  that  support  the  operation  of  computer  and  digit^.r-  ? 
communication  equipment  (called  £^wipmenf  5emcei) 

In  general,  the  market  for  information  services  does  not  involve 
providing  equipment  to  users.  The  exception  is  where  the  equipmeidfe 
is  part  of  an  overall  service  offering  such  as  a  turnkey  system,  a 
systems  operations  contract,  or  a  systems  integration  project. 

The  information  services  market  also  excludes  pure  data  transport 
services  (i.e.,  data  or  voice  communications  circuits).  However,  where 
information  transport  is  associated  with  a  network-based  service  (e.g., 
electronic  data  interchange  services),  or  cannot  be  feasibly  separated  ; 
from  other  bundled  services  (e.g.,  some  systems  operations  coi 
the  transport  costs  are  included  as  part  of  the  services  market. ' 

The  analytical  framework  of  the  information  services  industry  consists 
of  the  following  interacting  factors:  overall  and  industry-specific  ^  - 
business  envirormient  (trends,  events  and  issues);  technology 
environment;  user  information  system  requirements;  size  and 
structure  of  information  services  markets;  vendors  and  their  products, 

^^^vices  m^^gmmm;  mxm^4^^0m00^3^i0^^gmy/ 

2.  Market  Forecasts/User  Expenditural 

All  information  services  market  forecasts  are  estimates  of  User 
Expenditures  for  information  services.  When  questions  arise  about  the 
proper  place  to  count  these  expenditures,  INPUT  addresses  them 
from  the  user's  viewpoint:  expenditures  are  categorized  accori^  ti 
what  users  perceive^^Pli^l|ii[^ , 

By  focusing  on  user  expenditures,  INPUT  avoids  two  problems  which 
are  relat^MiliiMbutiQa  (MMK^ttMliiii  citefcxriei  if  ' 


•  Double  counting,  which  can  occur  by  estimating  total  vendor 
revenues  when  there  is  significant  reselling  within  the  industry  (e.g., 

users)  "■ 

Missed  counting,  which  can  occur  when  sali^  to  end  i^e]^  go  thrqi^ 

Captive  Information  Services  User  Expenditures  are  expenditures  for 
products  and  services  provided  by  a  vendor  that  is  part  of  the  same 

parent  corporation  as  Ttmm  #|Mi(IEili^^ii^ii^^ 

ipI^PlJTfbfeca^,^;;.,, 
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)tive  Information  Services  User  Expenditures  are  expenditures 
that  go  to  vendors  that  have  a  different  parent  corporation  than  the 
user.  It  is  these  expenditures  which  constitute  the  informationservices 
tiiarket  analyzed  1 

3.  U^vexy  M^m 

Delivery  Modes  are  defined  as  specific  products  and  services  that 
satisfy  a  given  user  need.  While  Market  Sectors  spalftiii^isjilii^yer 
is»  Delivery  Modes  specify  what  the  user  is 

Of  the  nine  delivery  modes  defined  by  INPyT,  sax  are  considered 
•pro( 


•  Processing  Services 

*  Network  Services 

'  Professional  Services 
'  Applications  Software  Products 
'  Systems  Software  Products 
'  Equipment  Services  ■ 

The  remaining  three  deUvery  modes  represent  combinations  of  these 
products  and  services,  combined  with  equipment,  management  and/or 
other  services:  -  r  - 


•  Turnkey  Systems 
'  Systems  Operations 
'  Systems  Integration 

Sectional 
detail. 


-1 


Market  Sectors  or  markets  are  groupings  or  categories  of  the  buyers  of 
information  services.  There  are  three  types  of  user  markets: 


Vertical  Industry  markets,  such  as  Banking,  Transp|| 
These  are  called 


Utilities, 


'  Functional  Application,  markets,  such  as  Human  Rescni|i|^ 


•  Other  markets,  v^liW^e  neither  industry-  nor  application-specific, 
*'fiich  as  the  market  for  systemf  l 


■J 
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Specific  market  i 
5.  Trading  Communis 

Information  technology  is  playing  a  major  role  in  re-engineering,  not 
just  companies  but  the  value  chain  or  Trading  Communities  in  which 
these  companies  operate.  This  re-engineering  is  resulting  in  electroiil 
commerce  emerging  where  interorganizational  electronic  systems 
facilitate  the  business  processes  of  the  trading  community. 

*  A  trading  community  is  the  group  or  organizations-commercial  and 

•  Electronic  commerce  and  trading  communities  are  adidrei^ed  in  ^ 
INPUTS  EDI  and  Electronic  Commerce  Program. 


Over  the  past  few  years  a  major  change  has  occurred  in  the  way  clients 
are  buying  some  MormatioliiiM^'tiiWl^  been  labeled 

ouMourcing.  / 

INPUT  views  outsourcing  as  a  change  in  the  form  of  the  client/vendor 
relationship.  Under  an  outsourcing  relationship,  all  or  a  major 

portion  of  the  information  systems  function  is  contracted  to  a  vendor 
in  a  long-term  relatioijj^;ip.  The  vendor  is  responsible  for  the  , 
performance  of  the      '  -  -         '"A^  C  ^ 


INPUT  considers  the  following  submodes  to  be  outsourcing-type 
relationships  and  in  aggregate  to  represent  the  outsourcing  market. 
See  Exhibit  A-1.  Complete  definitions  are  provided  in  Section  C  of 
this  document.  INPUT  provides 
<^i^Wfl4ing.  delivery  mod^s. 
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EXHIBIT  A-1 


Outsourcing  Components 
INPUT'S  View 


•  Platform  Systems  Operations  -  The  vendor  is  re^KHisible  for  managing 
and  operating  the  client's  conG|}uter  systems. 

•  Aj^UmM&m  Systan  OpemAom  -  The  vei^or  is  nespc^Me  tm 
developing  and/or  maintaining  a  client's  aj^UcaticHis  as  well  as  cqierating 
the  computer  systems. 

if  N&workMmagement  -  The  vendor  assume  fiill  responsibility  for 
operating  and  managing  the  client's  data  communications  systems,  llris 
may  also  include  the  voice  communications  of  the  client 

"A"  Applications  ManagementI Maintenance  -  The  professional  servi«s 
vendor  has  full  responsibility  for  developing  and/or  maintaining  some  OT 
ail  of  the  applications  systems  that  a  chent  uses  to  support  business 
operaticHis.  The  sovices  are  ptovided  m  a  Icmg-tenn  c(mtractual  basis. 
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Desktop  Services  -  The  vendor  assumes  responsibility  for  the 
deployn^t,  maintenaiK^,  and  connectivity  between  the  perstMial 
C(Hnputers  and/or  intelligent  workstations  in  the  client  organization.  The 
services  may  also  include  performing  the  help-desk  function.  The 
services  are  provided  on  a  long-term  contractual  basis. 


c  

Delivery  Modes  and  Submodes 


Exhibit  A-2  provides  the  overall  structure  of  the  information  services 
industry  as  defined  and  used  by  INPUT.  This  section  of  Definition  af 
Terms  provides  definitions  for  each  of  the  delivery  modes  and  their 
submodes  or  components. 

1.  Software  Products 

INPUT  divides  the  software  jnoducts  market  into  two  delivery  modes: 
systems  software  and  applkati(Mis  software. 

The  two  delivery  modes  have  many  similarities.  Both  involve  purchases  of 
soUtwiov  packages  for  in-house  cmiqm^  sptooas.  Included  are  bodi  lease 
and  purchase  expenditures,  as  well  as  expenditures  for  work  performed  by 
the  vendor  to  implement  or  maintain  the  package  at  the  user's  sites.  Vendor- 
ptoviAod  training  or  supfXHt  in  opmtion  and  use  of  the  package,  if  part  of 
the  software  pricing,  is  also  included  hoe. 
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ition  Services  Industry  Structure  - 1 992 


Systems 

Software 
Products 


Applications 

Software 
Products 


^1 

-  Mainframe     -  Mainframe     -  Equipment 


WoiMtion/  -Workst£ttion/ 


Software 
Products 

Professional 
Services 


Consulting     -  Equipment 


Software 
Products 


'  Equipment 
Maintenance 

-  Education  & 
■  Environmental  Training 

-Software  -Profeapii«ll 
Development/  ^^Mfib 

-mm- 

-Application  ..  . 

Management/      ■  * 


-  Platform 
Hdperations 

-  Applications 
Operatlor^ 

-  Desktop 

-  Network 


Systems  software  products  enable  the  computer/communications 
system  to  perform  basic  machine-oriented  or  user  interface  fmictions. 

INPUT  divid^i^i^a^  te^j^pejlpis  kmnSsm^s^H^m^^ii^m 


Systems  Software  Products 


Systems 
Control 


•  Access  Control 

•  Communications  Monitors 

•  Micro-Mainframe  Links 

•  Networl<  Control 

•  Operating  Systems 

•  System  Library  Control 

•  Windowing  Systenis 

•  Other 


Market  Structure 


SystE 
Softw 

»ms  1 
rare  1 

 v.u.,',rf. 

Data  Centre  | 
Management  1 

Capacity  Management 
Computer  ( 
Sctieduling 
Data  Centre  Manag^iMt 
Disl<  Management  '  - 
Downtime/Repair  ' 
Monitoring  Managemertt 
Job  Accounting 
Performance  Monitors 
Tape  Management 
Utilities 
Other 


Applications 
Development  Tools 


Programe  Development 

and  Production  Tools 


Applications  Generators 
Assembler 

Automatic  Documentation 

Configuration  Management 

Debugging  Alii , ,    "  - 

Languages 

(All  Generations) 

Systems  Development  Control 

Retrieval  Systems 

Translators 

4GL 

l-CASE  V 
Other 


Data  Base 
Management  Systems 


•  DataBas«l/^M|asp«a|:^ 
Systems         ^  "^^ 

*  Data  Dictionaries 
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Systems  Control  Products  -  Software  programs  that  manage  computer 
system  resources  and  control  the  execution  of  programs.  These 
products  include  operating  systems,  emulators,  network  control. 

Operations  Management  Tools  -  Software  programs  used  by 
operations  persoimel  to  manage  the  computer  system  and/ or 
network  resources  and  personnel  more  effectively.  Included  are 
performance  measurement,  job  accounting,  computer  operation 
;«£bedulj^  utiUties,  an^g^mt^j 


Applications  Development  Tools  -  Software  programs  used  to  prepare 
applications  for  execution  by  assisting  in  designing,  programming, 
testing,  and  related  functions.  Included  are  traditional  programming 
languages,  4GLs,  data  dictionaries,  data  base  management  systems, 
report  writers,  project  control  systeios^  ^^pE'^^ijliili  other 


INPUT  also  forecasts  the  systems  software  products  delivery  mode|| 
platform  level:  mainframe,  minicomputer  itoii  irorkstation/PC  ■ 

b.  Applicatiojis  Softwp^pi^^U^ 

Applications  software  products  enable  a  user  or  group  of  users  to 
support  an  operational  or  administrative  process  within  an 
organization.  Examples  include  accounts  payable,  order  entry,  project 
management  and  office  systems.  INPUT  cat^orizes  applications 
software  products  into  two  groups  trfmark^^^fe.  (See  JExhibit  A- 


Industry  Applications  Sopvare  Products  -  Software  products  that 
perform  functions  related  to  fulfilling  business  or  organizational 
needs  unique  to  a  specific  industry  (vertical)  market  and  sold  to  that 
market  only.  Examples  include  demand  deposit  accounting,  MRPII, 
jcnj^di^  record  keepin^^  autpmpbile  dealj^^^       inventor}^,  etc. 

-Cross-Industry  Applications  Software  Products  -  Software  products 
that  perform  a  specific  function  that  is  applicable  to  a  wide  range  of 
industry  sectors.  Examples  include  payroll  and  human  resource 
systems,  accounting  systems,  word  processing  and  graphics  systems. 


INPUT  also  forecasts  the  applications  software  products  delivery 
mode  by  platform  level:  mainframe,  minicomputer  and 


A-10 


Copyright  1992  by  INPUT.  Reproduction  Prohibited. 


0E-DT2 


RCING  DESKTOP  SERVICES,  EUROPE  1992-1997  , 


INPUT 


EXHIBIT  A-4 


Office 
Systems 


Integrated 
Office  Systems 
Word  Processing 
Desktop 
Publishing 
imaging  Systems 
Electronic 
Publishing 


Applications 
Software  Products 


Cross- 
Industry 


Turnkey 
Systems 


Accounting 


•  General  Ledger 

•  Accounts  Payable 

•  Accounts 
Receivable 

•  Billing/Invoicing 

•  Costing 

•  Fixed  Assets 

•  International 
Accounting 

•  Purchasing 

•  Taxation 


I 


Human 
Resources 


Education  & 
Training 


Human 

Resources 

Managemafi:; 

Payroll 

Benefits 


•  Computer-Based 
Training 

•  Authoring 


Planning  & 
Analysis 


Engineering  & 
Scientific 


Other 
Cross-Industry 


Executive 

Information  Systems 

Financial  Modeling 
and  Planning 
Spreadsheets 


Computer-Aided 
Design  and 
Engineering 
Structural  Analysis 
Statistics/ 
Mathematics/ 
Operations  Research 
ling 


Marketing 
Management 


Indu^ry- 
Speciflc 


Discrete 

Manufacturing 

Process 

Manufacturing 

Transportation 

Services 

Utilities 

Telecommuniations 
Retail 

Distribution 
Wholesale 
^tetrlbution 
^nldng  and 
Finance 
Insurance 
Health  Services 
Education 
Business  and 
Technical  Services 
Federal 
Government 
State  and  Local 
Government 
Miscellaneous 
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A  turnkey  system  is  an  integration  of  equipment  (CPU,  peripherals, 
etc.),  systems  software,  and  packaged  applications  software  into  a 
ipigle  product  developed  to  meet  a  specific  set  of  user  requirements. 
Value  added  by  the  turnkey  system  vendor  is  primarily  in  the  software 
and  professional  services  provided.  INPUT  categorizes  turnkey 
systems  into  two  groups  of  market  sectors  as  it  does  for  app\ie^S0^* 
software  pfiii3ii&,^|^Mf^  Exhibit 

Most  CAD/CAM  systems  and  many  small  business  systems  are 
turnkey  systems.  Turnkey  systems  utilize  standard  computers  and  do 
not  include  specialized  hardware  such  as  word  processors,  cash 
registers,  process  cont!^^^^^^Bi(ii^i0$^0S^^i0^§^i^^ 
military  applications. 

J0Dniputer  manufacturers  (e.g.,  IBM  or  DEC)  that  combine  software 
with  their  own  general-purpose  hardware  are  not  classified  by  INPUT 
as  turnkey  vendors.  Their  software  revenues  are  included  in  the 
appropriate  software  category. 


Most  turr 
resellers. 


Value-Added  Reseller  (VAR):  A  VAR  adds  value  to  computer 
hardware  and/or  software  and  then  resells  it  to  an  end  user.  The 
major  value  added  is  usually  applications  software  for  a  vertical  or 
cross-industry  market,  but  also  includes  many  of  the  other  components 
of  a  turnkey  systems  solution,  such  as  professioii^klitSiBj^ii^lii^li^^ 


have  three  components: 


Equipment  • 
system 


Software 


^ttiims  software 


•  Professional  services  -  services  to  install  or^l|M^i|e  the  system  or 
ttain  the  user,  providet  iipMli^  «iicey  systeia  sali^^  ' 

Exhibit  A-5  contrasts  turnkey  systems  with  systems  integration. 
Turnkey  systems  are  based  on  available  software  products  that  a 
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Systems 
Integration  5 

Custom 
Turnkey 

 — j,  -  J- J 

Turnkey 

Degree  of  Customisation 

mm 

a.  Processing  Services 


0% 


This  delivery  mode  includes  three  submodes:  transaction  processing, 
litility  processing^  and  "other"  processing  services.  See  Exhibit  A-6. 

Processing  Services  Market  Structure 


IRbnsactlon  Processing 
Utility  Processing 


•  Tron^acfton  Proces^mg  -  Client  uses  vendor-provided  information 
^  systems-including  hardware,  software  and/or  data  networks-at  the 
■  vendor  site  or  customer  site  to  process  specific  applications  and 
update  client  data  bases.  The  application  software  is  t|^ically      ^  * 


Utility  Processing  -  Vendor  provides  basic  software  tools  (language 
compilers,  assemblers,  DBMSs,  graphics  packages,  mathematical 
models,  scientific  library  routines,  etc.),  enabling  clients  to  develop 
and/or  (i§^^it^^l$::mmpee^^tB3m  or  ptoietm  data  on  iikt^is^l^lf 
sptem. 

Other  Processing  Services  -  Vendor  provides  service-usually  at  the 

vendor  site-such  as  scanning  and  other  data  entry  services,  laser 
printing,  computer  output  microfilm  (COM),  CD  preparation  and 
other  data  output  services,  backup  and  disaster  recovery,  etc. 


0E-DT2 


Copyright  1992  by  INPUT.  Reproduction  Prohibited. 


A-13 


1-  ■T'   w"  "1* 


OnSOURCff^  O^KTOP  SERVICES,  EUROPE  1^-1997 


INPUT 


4.  Systems  Operations 

Systems  operations  as  a  delivery  mode  was  introduced  in  the  1990  Market 
Analysis  and  Systems  Operations  programs.  Previously  called  Facilities 
Managenoent,  this  delivery  mode  was  created  by  taking  the  Systems 
Op&^&om  s^mode  out  of  botti  F^wessing  Smioi^  and  Professdcmal 
Sovicai.  For  1992  the  saiHncxtes  have  been  defined  as  fic^ws. 

Systems  operations  involves  the  operation  and  management  of  all  or  a 
i^gnifictfit  pait  oi  the  cti^s  infixmadcMi  syst^as  fiUKniofis  und^  a  kmg- 
term  contract.  These  services  can  be  provided  in  either  of  two  distinct 
submodes  where  the  difference  is  whether  the  support  of  applications,  as 
well  as  data  center  operations,  is  included. 

•  Platform  systems  operations  -  The  vendor  manages  and  operates  the 
computer  systems,  to  perform  the  client's  business  functions,  without 
taking  responsibility  for  the  client's  application  systems. 

•  Applications  systems  operations  -  The  vendor  manages  and  operates  the 
computer  systems  to  perform  the  client's  business  functions,  and  is  also 
rei^pGe^iUe  for  mainudning,  m  dsvekuping  and  maintaining,  tbs  client's 
applioakHi  systems. 

^  Network  Management  -  The  vendor  assumes  responsibility  for  operating 

and  managing  the  dirait's  data  communications  systems.  This  may  also 
include  the  voice  communications  of  the  client.  A  network  management 
outsourcing  contract  may  include  only  the  management  services  or  the 
fiill  00^  dt  the  ccmmninicaticms  services  and  equipment  plus  tl^ 
mam^ement  smdces. 

Desktop  Services  -  The  vendor  assumes  responsibility  for  the 

computers  and/or  workstations  in  the  client  organization.  The  services 
may  also  include  performing  the  help-desk  function.  Equipment  as  well 
as  services  can  be  part  of  a  desktop  services  outsoiurcing  contract. 

Note:  This  type  of  client  service  can  also  be  provided  through  traditional 
professional  services  where  the  contractual  criteria  of  outsourcing  are  not 
present. 

Systems  operations  vendors  now  provide  a  wide  variety  of  services  in 
support  of  existing  information  systems.  The  vendor  can  plan,  control, 
provide,  operate,  maintain  and  nonage  any  or  all  oxiqxM^ts  of  die  clieitt's 
information  systems  environment  (equipment,  networks,  a{i|dicatkms 
systems),  either  at  the  client's  site  or  the  vendor's  site. 
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Note:  In  the  federal  governmentfflaJi|g^  systems  operation  services 
are  also  defined  by  equipment  ownership  with  the  terms  "COCO" 
(Contractor-Owned,  Contractor-Operated),  and  "GOCO" 
|BovemmeIl^Owned,  CbmiiMSbQr-Op^^  Vi 


Systems  integration  is  a  vendor  service  that  provides  a  complete 

solution  to  an  information  system,  networking  or  automation 
development  requirement  through  the  custom  selection  and 
implementation  of  a  variety  of  information  system  products  and 
services.  A  systems  integrator  is  responsible  for  the  overall 
management  of  a  systems  integration  contract  and  is  the  single  point 
of  contact  and  responsibility  to  the  buyer  for  the  delivery  of  the 
specified  system  function,  on  schedule  and  at  the  contracted  price. 
(Refer  to  ExIMA-7.)  •  "'■^■^i'y--:^^:-^^ 


)Uowii^: 


Equipment  -  information  processing  and  communications  equipment 
required  to  build  the  systems  solution.  This  component  may  include 
custom  as  well  as  off-the-shelf  equipment  to  meet  the  unique  needs 
of  the  project.  The  systems  integration  equipment  category  excludes 
turnkey  systems  by  definition.  "  *  •  ' 


5*-  Software  pro^^  -  pF| 
^j^pdi|cts. 
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•  Professional  services  -  the  value-added  component  that  adapts  the 
equipment  and  develops,  assembles,  or  modifies  the  software  and 
hardware  to  meet  the  system's  requirements.  It  includes  all  of  the 
professional  services  activities  required  to  develop,  implement,  and 
if  included  in  the  contract,  operate  an  information  system,  including 
consulting,  program/project  management,  design  and  integration, 
software  development,  education  and  training,  documentation,  and 
"systems  operations  and  maiiitenan^.  - 

•  Other  services  -  most  systems  integration  contracts  include  other 
services  and  product  expenditures  that  are  not  classified  elsewhere. 

^^This  category  includes  miscellaneous  items  such  as  engineering 
services,  automation  equipment,  computer  supplies,  business  support 
services  and  supplie^p4«tfieriJpM.jei|^^ 


developnient  effort.  ' 
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1     '*,L'  "-'«['/''-"  1  "  -"'A    -'-        '  ill. ...  ■   

Equipment 

•  Information  systejus 

•  Communl^tions 

Software  Pro<iuc$s 

'  Systems  software 

•  Applications  software 

  -^^Igfl^^i^-  ^ 

St 


,*,|^nsulting 

^   Peasibifrty  and  trade-off  studies 
*  li>lectlon  of  equipment,  network  and  software 

•  Program/project  management 

•  Design /integration 

-  Systems  design 
l||f||lfion  of  equip 
-  Demonstration 

•  Software  developmenft 

-  Modification  of  software  pacl<ages 
.i-   Modification  of  existing  software 

-  Custom  dev^pMni^i 

•  Educatbn/trali 

•  Systems  operations/maintenance 


Othier  Miscellaneous  Products/Services 
Site  preparation  -4; 
JPi^  processing  supplies 

#i^ocessing/networt|a|f^i® 
Data/voice  c^^mmurtioation  services 


'V  f 


Copyright  1992  by  INPUT.  Reproduction  Prohibited.  A- 17 


I 


ouTsoun:^  d^ktop  services,  Europe  19^-1997 


INPUT 


6.  Professional  Services 

TTiis  category  includes  four  submodes:  consulting,  education  and  training, 
scrftware  development,  and  applications  management.  Exhibit  A-8  provides 
additional  detail. 

•  Consulting:  Services  include  management  consulting  (related  to 
information  systems),  information  systems  re-engineering,  information 
systems  consulting,  feasibility  analysis  and  cost-effectiveness  studies, 
wd  project  management  tssistance.  Services  may  be  related  to  any 
aspect  of  the  information  system,  including  equq)ment,  scrf^tware, 
networks  and  systems  operations. 

•  Education  and  Training:  Services  that  provide  training  and  education  or 
the  development  of  training  materials  related  to  information  systems  and 
services  for  the  information  systems  professional  and  the  user,  including 
coiiq9u^>aid!ed  instructiim,  ccm^ter-b^sed  ediK^ation,  imd  -ma/dor 
instruction  of  user  personnel  in  operations,  design,  programming,  and 
documentation.  Education  and  training  provided  by  school  systems  are 
not  included.  General  education  and  training  products  are  included  as  a 
mffis-^adus^  meoket  sector. 

•  Software  Development:  Services  include  user  requirements  definition, 
systems  design,  contract  programming,  doGameQl^ion,  laid 
inqikfflwati^kHi  d  software  performed  on  a  ciistofn  ba^.  Q»versi(»i  and 
nmataamce  ^vices  aie  also  included. 

1:^  AppUccaions  Mmmgement.  The  vendor  has  full  responsibility  for 

maintaining  and  upgrading  some  or  all  of  the  application  systems  that  a 
client  uses  to  support  business  operations  and  may  develop  and 
implement  new  application  systems  for  the  cUent. 

An  applications  management  contract  differs  from  traditional  software 
development  in  the  form  of  the  clientA'endor  relationship.  Under  traditional 
sa^mem  dc^K^opEno^  sa^k»s  ti»  relaliixiship  is  project  based.  Under 
ap^attttms  m^iagraw^  it  is  time  and  fuiu;ti(m  based. 

These  services  may  be  provided  in  combination  or  separately  from  platform 
sy^ms  c^mti(His. 
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Applications 
Management** 


Applications 
Maintenance 


Application 
Development 


.  Application 
Support 


Software 
Development/ 
Maintenance 


Consulting* 


User  Reqruirements 

Definitkir*^"f^j: 

Systems  Dmlf^ 
System  Conversion 

Data  Base 


Programming 


Installation 
Network  PlatpiRi 


.  Infp  rmatt 


Documentation/ 
Technical  Writing 

■    ■  -  ■    - 1*  ■ 

Network 


Other 


Education  & 
Training* 


JjS  §ecurtty/4iiBltt 


Systems  Evaluation 


IS  Personnel 
Planning 


IS  Policies  and 
fyocedures 


.  Prpject  Management 


L  Other 


Computer 

Operations 

Training 


IS  Management! 


Analyst/ 
Programmer 


Video 
Instruction 

.  Other 


■Related  to  computer  s^teiro,  topii»,  or  tesues 
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ifietwork  services  are  a  variety  of  telecommunications-based  functions 


mrk  S^rvici 


Network  Services 


Network 
Applications 
Services 


Value-Added 

MSII^orks  (VANS) 
*       Packet  Switcliing 


El^ronic  Data 


Electronic 
Information 
Services 


.  Electronic  Information 

Interchange 

Electnronic  Mail 
@ulletin  Boards 


a.  Electronic  Infgrmation  Services 


Electronic  information  services  are  data  bases  that  provide  specific 
information  via  terminal-  or  computer-based  inquiry,  including  items 
such  as  stock  prices,  legal  precedents,  economic  indicators,  periodical 
literature,  medical  diagnosis,  airline  schedules,  automobile  valuations, 
etc.  The  terminals  used  may  be  computers 


\)Mts  inquire  into  and  extract  information  from  the  data  bases.  They 
iiiy  load  extracted  data  into  their  own  computer  systems;  the  vendor 
not  provide  data  processing  or  manipulation  capability  as  part  of 
the  electronic  information  service  and  users  cannot  update  the 
vendor's  data  bases.  However,  the  vendor  may  offer  other  services 
irork  applications  or  procesi^:^iiPiMi|IM^iMW^  processiiig 
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•  On-line  Data  Bases  -  Structured,  primarily  numerical  data  on 
economic  and  demographic  trends,  fipandal  instmments,  companies, 

*  Unstructiured,  primarily  textual  information  on  people,  companies, 
events,  etc.  These  are  often  news  ser^^ 

While  electronic  information  services  have  traditionally  been 
deUvered  via  networks,  there  is  a  growing  trend  toward  the  use  of  CD 
ROM  optical  disks  to  support  or  supplant  on-line  services,  and  these 
optical  disk-based  ^teM  iM^lMittiti^  of  this 

delivejy  inoidy^  ;  & 

b.  Network  Applications 

Value-Added  Network  Services  (VAN  Services)  -  VAN  services  are 
enhanced  transport  services  which  involve  adding  such  functions  as 
automatic  error  detection  and  correction,  protocol  conversion,  and 
store-and-forviiiltlii^£$ge  switclliiiiyii^iH^ld^      of  basic  network 
circuits.         *  ' 

While  VAN  services  were  originally  provided  only  by  specialized  VAN 
carriers  (Tymnet,  Telenet,  etc.),  today  these  services  are  also  offered 
by  traditional  common  carriers  (AT&T,  Sprint,  etc.).  Meanwhile,  the,-, 
VAN  carriers  have  also  branched  into  the  traditional  common 
carriers'  markets  and  are  offering  unenhanced  b^c  network  circuits  ^ 
asweU.  .  '  ■  m: 

Electronic  Data  Interchange  (EDI)  -  Application-to-application 
electroiuc  exchiMig^^^  partners  <y 

Electronic  Infonnation  Interchange-  The  transmission  of  messages 
across  an  electronic  network  managed  by  a  services  vendor,  including 
electronic  mail,  voice  mail,  voice  messai^ig,  and  access  to  Telex, 
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8.  Equipment  Services 

"A-  The  eqmpment  sendees  deUvefyoMde  include  tvwsubn^^  Both 
deal  with  the  support  and  maintenaiK^  of  ootapata  eqmpavoit 

jKOblems  and  provide  preventive  maintenance  both  on-site  and  off-site 
for  computer  equipment  The  costs  of  parts,  media  and  other  supplies 
are  exchuted.  These  services  are  typicdly  jm>vided  on  a  contract  basis. 

ii  Environmental  Services  -  Composed  of  equipment  and  data  center 
related  special  services  such  as  cabling,  air  conditioning  and  power 
supply,  equipment  relocatkm     sio:^  sorvic^. 

P  

Computer  Equipment 

These  definitions  have  been  included  to  provide  the  basis  for  market 
segmentation  in  the  software  products  markets. 

it  Cimputer  Equipment  -  IiK;hKtes  all  c(Hnputer  and  telecommunications 
eqnlpnent  that  can  be  separately  acquired  with  or  without  installation  by 
^  ¥^or  and  not  acquired  as  part  of  an  integrated  system.  Unless 
otfaeniise  tmcA  in  an  DflPOT  forecast,  computer  equipmrait  is  oily 
included  wh^  it  is  part    die  pmchase  of  services  or  software  products 
(e.g.,  turnkey  systems  and  systms  integration). 

it  Peripherals  -  Inclines  ail  input,  output,  ccMnmunications,  and  storage 

devices  (other  than  main  memory)  that  can  be  channel  connected  to  a 
processor,  and  generally  cannot  be  included  in  other  categories  such  as 
terminals. 

it  //ipMf  Devices  -  Includes  keyboards,  numeric  pads,  card  readers,  light 
pens  and  track  balls,  tape  readers,  position  and  motion  sensors,  and 
analog-to-digital  convcrtm. 

it  Output  Devices  -  Includes  printers,  CRTs,  projection  television  scre^, 
micrographics  processors,  digital  graphics,  and  plotters 

it  Communication  Devices  -  Inchi^es  modem,  enciyptiai  equipment, 
special  interfaces,  and  earn  ccxitrcd 
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Storage  Devices  -  Includes  magnetic  tape  (reel,  cartridge,  and  cassette), 
floppy  and  hard  disks,  solid  state  (integrated  circuits),  and  bubble  and 
c^tical  n«nx}ries 

tc  Computer  Systems  -  Includes  all  processors  from  personal  computers  to 
»q)«cofiq»uters.  Compxmr  systems  may  require  type-  or  model-unique 
<^rating  software  to  be  functional,  but  this  category  excludes 
applications  software  and  peripheral  devices  and  processors  or  CPUs 
not  provided  as  part  of  an  integrated  (turnkey)  system. 

"5^  Personal  computers  -  Smaller  computers  using  8-,  16-,  or  32-bit 
computer  technology.  Generally  designed  to  sit  on  a  desktop  and  are 
portable  for  individual  use.  Rice  generally  less  than  $5,(X)0. 

Workstations  -  High-performance,  desktop,  single-user  computers  often 
employing  Reduced  Instruction  Set  Computing  (RISC).  Workstations 
jnovicb  integrated,  high-speed,  local  netwock-based  services  such  as 
data  base  access,  file  storage  and  back-up,  remote  communicaticMis,  and 
peripheral  suppot.  These  products  usually  cost  fix>m  $5,0(X)  to 
$15,000. 

"A"  Minicomputer  or  midsize  computers  -  Minicomputers  are  generally 
pAced  from  $15,0(X)  to  $350,0(X).  Many  of  the  emerging  client/server 
con^uters  are  in  this  category. 

i(  Mainframe  or  large  computers  -  Traditional  mainframe  and 
supercomputers  costing  more  than  $350,000. 


E  

Sector  Definitions 

1.  bidiistry  Se^or  Definitions 

INPUT  structures  the  information  services  market  into  industry  sectors  such 
as  process  manufacturing,  insurance,  transportation,  etc.  The  definitions  of 
these  sectcns  aact  \ms&  m  the  1987  revisicxi  of  the  Standard  Ii^ustrial 
Classification  (SIC)  code  system.  The  specific  industries  (and  their  SIC 
codes)  included  under  these  industry  sectors  are  detailed  in  Exhibit  A- 10. 

INPUT  includes  all  delivery  modes  ex(^  litems  software  products  and 
equipment  services  in  industry  market  sectOTs.  See  Exhibit  A-9  and  section 
E-3  (Dehvery  Mode  Reporting  by  Sector). 

Note:  SIC  code  88  is  PerscHial  Households.  INPUT  does  not  currently 
analyze  (x  forecast  infcsinaticn  services  in  this  market  sector. 


0E-DT2 


Copy^  ISaSby  IMPUT.  Reproduction  PttmOBd. 


A-23 


CXrrSOURCING  DeSKTOP  ^RVIC^,  EUROPE  1982-1997 


INPUT 


EXHIBIT  A-10 

Industry  Sector  Definitions 


Industry  Sector 

Code 

Description 

Discrete  Manufacturing 

23xx 

Apparel  and  otiier  fmislied  products 

25xx 

Fumtture  and  fixtures 

27xx 

Printing,  publisliing  and  allied  indu^nes 

31 XX 

Leather  and  leather  products 

34xx 

Fabricated  metal  products,  except  machinery 
and  transport  equipntent 

35xx 

maustria!  and  commercial  macninery  ana 

computer  equipment 

ooxx 

tiecironic  ana  omer  eiecincai  ecjuipmeni  ana 
corr^snefi^,  excepi  computer  eciuipment 

37xx 

Transportation  equipment 

ooxx 

instruments,  pnoto/mea/opiionai  goous, 
watcnesACrocf® 

oyxx 

MiscGiianeous  manuTactunng  inoustry 

Process  Manufacturing 

10xx 

Metal  mining 

12xx 

Coal  mining 

13xx 

Oil  and  gas  extraction 

14xx 

Mining/quarrying  nonmetalic  minerals 

20xx 

Food  and  kindred  products 

21 XX 

Tobacco  products 

<i<iXX 

lexiiie  mill  prooucis 

24xx 

Lumber  and  wood  products,  except  furniture 

^OXX 

r  op6r  ailQ  alllcU  prUUUC/lb 

£OXX 

vynefntcais  ana  afiiea  proaucis 

<19XX 

retroieum  reiining  ana  reiaiea  ousiness 

30xx 

Rubber  and  miscellaneous  plastic  products 

otone,  Clay,  giass  ano  concreie  proaucis 

33xx 

Primary  metal  Industries 

Trauisportation  Services 

40xx 

Railroad  transport 

41 XX 

Public  transit/transport 

42xx 

Motor  freight  transpbrt/waretiousing 

43xx 

U.S.  Postal  bervice 

44xx 

Water  transportation 

45xx 

Air  transportation  (including  airline 
reservation  services  in  4512) 

46xx 

Pipelines,  except  natural  gas 

47xx 

Transportation  services  (including  472x, 
arrangement  of  passenger  transportation) 

OopyillltlMg  fay  INPUT.  Reproduction  Prohibited. 


0E-DT2 


OUTBOURC^  DESKTOP  SERVrtC^,  BiPOK  1M2-1 W7  INPUT 


EXHIBIT  A-10  (CONT.) 

Industry  Sector  Definitions 


Industry  Sector 

SIC 

Code 

Description 

Telecommunications 

48xx 

Communications 

Utilities 

49xx 

Electric,  gas  and  sanitary  services 

Retail  [Mibtition 

52xx 

OOA  A 

54xx 
55xx 
56xx 
57xx 

5Sxx 
59xx 

Building  materials 
Food  stores 

Automotive  dealers,  gas  stations 

Apparel  and  accessory  stores 

Home  furniture,  furnishings  and  ^sc^sory 

stores 

Eating  and  drinking  places 
M^cettaneous  retail 

WhcMssal®  Dfa^lH^n 

50xx 
51 XX 

Wholesale  trade  -  durable  goods 
Wholesale  trade  -  nondurable  goods 

Banking  and  Finance 

60xx 
61 XX 
62xx 

67xx 

Depositary  institutions 

Nondepositary  institutions 

Sdoirfty  and  comnrKxfity  brokers,  dealers, 

sxchanaes  and  services 

Holding  and  other  investment  offices 

Insurance 

63xx 
64xx 

Insurance  carriers 

Insurance  agents,  brokers  and  services 

Health  Services 

80xx 

Health  services 

Education 

82xx 

Educational  services 
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EXHIBIT  A-10(CONT.) 

Industry  Sector  Definitions 


inausiiy  oocior 

uooe 

uescnpiion 

Business  Services 

65xx 

Real  estate 

70xx 

Hotels,  rooming  houses,  camps,  and  other 

lodging  places 

72xx 

Personal  services 

73xx 

business  services  (except  notei  reservation 

services  in  7389) 

7389x 

Hotel  reservation  services 

/oxx 

Autornotive  repair,  services  ana  parKing 

/DXX 

M^Cwiafivous  r8pair  services 

/oxx 

MOiion  piciures 

79xx 

Amusement  ana  recreation  services 

81 XX 

Legal  services 

83xx 

Social  services 

84xx 

Museums,  art  galleries,  and 

botanical/zoological  gardens 

ooxx 

nneifioersnip  urganisaiions 

87xx 

Engineering,  accounting,  research, 

lllailciycilim  11,  dilU  icIalcU  ooivmoo 

89xx 

Miscellaneous  services 

pArlprfll  (nnvArnrriAnt 

Qyyy 

9AAA 

Olale  ailU 

L.UUCU  UUVollllUofU 

Qvvv 
0AAA 

^s^llaneous  Industries 

01 XX 

Agricultural  production  -  crops 

02xx 

Agricultural  production  -  livestock/animals 

U  /  AA 

Anri/^i  ilti  iral  car\/i/^oc 
MyilUUlLUlCtl  oclvlUc^o 

08xx 

Fors^ry 

09xx 

Fishing,  hunting  and  trapping 

15xx 

Building  construction  -  general  contractors, 

operative  bidkters 

16xx 

Heavy  consftruc^on  -  contractors 

17xx 

Construction  -  special  trade  contractors 
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2.  Cross-Industry  Sector  Definitions 

INPUT  has  identified  seven  cross-industiy  market  sectOTS.  These  sectofs  or 
markets  involve  multi-industry  applicaticMis  sach  as  human  resource 
systems,  accounting  systems,  etc. 

•  In  order  to  be  included  in  an  industry  sector,  the  service  or  product 
delivered  must  be  specific  to  that  sector  only.  If  a  service  or  product  is 
used  in  more  than  one  industry  sector,  it  is  counted  as  cross-industry. 

•  INPUT  only  includes  the  turnkey  systems,  appUcations  software 
products,  and  transaction  processing  services  in  the  cross-industry 
sect^s, 

Tte  seven  cross-industry  maikets  are: 

Aa^mt^  -  ccHisiste  ai  i^lk^cais  scrftwaie  products  and  in£Qnnati(Hi 
semc^  that  serve  such  functims  as: 

•  General  ledga: 

•  Fkundal  nanagfflc^t 

•  Accounts  payable 

•  Accounts  receivable 

•  BillingAnvoicing 

•  Fixed  as^ts 

•  International  accounting 

•  Purchasing 

•  TaxaticHi 

•  Hnanciai  ccmsolidaticm 

•  Excluded  are  accounting  products  and  services  directed  to  a  specific 
mtibii^,  siK^  as  ttx  {woeesi^g  so'vices  fca*  CPAs  and  acocHmtants  widun 
tte  busii^ss  services  industry  sk^xx. 

Human  Resources  -  consists  of  appUcation  solutions  purchased  by  multiple 
industry  sectors  to  serve  the  functions  of  human  resourosi  OMBiagement  and 
payroll.  Exan^les  of  specific  applications  within  these  two  imyx  functicms 
are: 

•  Employee  relations 

•  Benefits  administration 

•  Government  compliance 

•  Compensation  administnttkxi 

•  Applicant  tracking 

•  Position  control 

•  Payroll  processing 
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Education  and  Training  -  consists  of  education  and  training  for  information 
systnns  prolfessionals  and  users  of  information  systems  delivered  as  a 
software  product,  turnkey  system  or  through  processing  services.  The 
market  for  computer-based  training  tools  for  the  training  of  any  employee  on 
any  subject  is  ^so  included. 

Office  S^tem  (xmsists  of  tl^  following: 

•  Integrated  office  systems  (lOS) 

•  Word  processing 

•  Desktop  publishing 

•  Electronic  pubUshing 

•  Image  systems 

•  lOSs-such  as  IBM's  OfficeVision,  HP's  NewWave  Office  and  DEC's  All- 
In-l-typically  include  the  following  core  functions,  all  of  which  are 
accessed  fir»ai  die  sionedeskiqpi  electronic  nmil,  decisdon  sofipoft 
syi^os,  ttnae  vaamgaomt  md  filmg  systom. 

•  Office  systems  graphics  include  presentation  graphics  (which  represent  the 
bulk  oidi&cc  systems  graphics),  paint  and  line  art,  page  descripti<»i 
languaps,  and  electixmic  fcHm  programs. 

•  11^  fundainental  difference  between  dectic»^  |nd>l^^ 

l»Ui^di^  (wi^n  the  office  sy&am  scctot}  h  tfiat  electronic  publishing 
encompasses  a  method  of  document  management  and  control  fitom  a  single 
point-regardless  of  how  many  authors/locations  work  on  a 
docume»it-wha%as  dei^tc^  pibUshing  is  a  personal  inoductiivi^  tool  and 
is  gcasai&y  a  lower  end  product  lesi^g  cm  a  personal  crai^uter. 

•  Electronic  or  computer  publishing  systems  that  are  sold  strictiy  and 

excluded  from  cross-industry  otmsldmticm  and  aie  included  in  the  disci^ 
manufactiuing  industry. 

Enguteering  andScknt^  encompasses  the  fdlowing  api^ications: 

•  Computer-aided  design  and  engineering  (CAD  and  CAE) 

•  StnK^uial  analysis 

•  Statistics/matheniaticsA^>arationsreseaidi 

•  Mapping/GIS 
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•  Computer-aided  manufacturing  (CAM)  or  CAD  that  is  integrated  with 
CAM  is  excluded  fixnn  tfie  cross-indostry  secttv  as  it  is  specific  to  Ae 
manufacturing  industries.  CAD  or  CAE  that  is  dedicated  to  integrated 
circuit  design  is  also  excluded  because  it  is  specific  to  tl^  smiiccmductor 
industry. 

Planning  and  Analysis  consists  of  software  prodiK^  and  iiifofmati(Hi 
sorvioes  in  foiu:  aiq^licatiaQ  areas: 

•  Executive  Monnt^o&SsrstKiisCE]^) 

•  Financial  modeUng  or  planning  systenos 

•  Spreadsheets 

•  Project  managem»it 

Other  encon^asses  mariceting/sales  and  el€x;tzonic  publi^iing  application 
solutions. 

•  Sales  and  nMOketing  includes: 

-  Sales  analysis 

-  MaitofiBgifWiiagwiiBBt 

-  Deimpiq^iimlD^  {banning  models 

3.  Delivery  Mode  Reporting  by  Sectw 

This  section  describes  how  the  delivery  mode  forecasts  relate  to  the  market 
sector  forecasts.  Exhibit  A- 11  summarizes  the  relationships. 

•  Processing  services  -  The  ttansaction  processing  services  submode  is 
forecasted  for  each  industry  and  cross-industry  market  sector.  The  utiUty 
and  other  processing  services  submodes  are  forecasted  in  total  market  in 
Ae  general  oBoket  sector. 

•  Turnkey  systems  -  Turnkey  systems  is  forecasted  for  the  15  industry 
and  7  cross-industry  sectors.  Each  component  of  turnkey  systems  is 
f(H<K»sted  in  s&^. 

•  Applications  software  products  -  The  applications  software  products 
delivery  mode  is  forecasts!  for  the  15  industry  and  7  m>ss-industry 
sectors.  In  additiOT,  each  forecast  is  broken  down  by  platf(xm  level: 
mainfrance,  minictxuputar  and  workstation/PC. 

•  Symms  (^eraiUms  -  l^h  of  the  system  opmtioas  suteiodes  is 
foiecasted  fcx-each  ctf  ^  IS  industry  sectors. 

•  Systems  integration  -  Systems  integration  and  each  of  the  components  of 
system  intepaticm  are  f(»ecasted  for  each  of  Ae  IS  mdnstiy  actors. 
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•  Professional  services  -  Professional  services  and  each  of  the  submodes  is 
fefeoG^  ^  each  of  tlie  IS  industry  sectCH^. 


mmr  a-ii 


Dallv#ry  WM»  vmus  Market  Sector-Fore^st  Content 


Market  Sectors 

Delivery  Mode 

Submode 

tndustiy 
Sectors 

Crt^-lndustry 
SeciofB 

General 

Processing 
Services 

Transaction 

Utility 

Other 

X 

X 

X 
X 

Turnkey  Systems 

X 

X 

Applications 
SelMiie  PvD^uGls 

X 

X 

cqr^Bfns  vipersiiofis 

Abdications 

X 
X 

Systems  Intepntfifi 

X 

Pn^Miiai  SiMses 

X 

N^work  Servk»s 

Network  Applications 
Electronic  Information 
Services 

X 
X 

X 

Systems  Software 
Produces 

X 

X 

•  Network  services  -  The  network  applications  sutoxxte  of  netwoik  servkxs 
forecasted  for  each  of  the  15  industry  sectors. 

Lidus^  atkA  oms-indiKtry  electronic  information  services  are  forecast  in 
relevant  market  sectors.  The  remainder  of  electronic  iitfcxmation  s»vi(^ 
is  forecasted  in  total  for  the  general  market  sector. 

•  Systans  software  products  -  Systems  softwait  products  and  its  submodes 
are  forecasted  in  total  for  the  general  market  sector.  Each  submode 
forecast  is  broken  down  by  platform  level:  mainframe,  minicomputer  and 
wcdcstaticxi/PC. 
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•  Equipment  services  -  Equipment  services  and  its  submodes  are  forecasted 
in  tcMta  die  $&aml  market  sectras. 

F  

Vendor  Reyenue  and  User  Expenditure  Conversion 

The  size  of  ibe  informatkm  servk»s  maikc^ 

perspectives:  vendor  (producer)  revenues  and  user  expenditures.  INPUT 
defines  and  forecasts  the  information  services  market  in  terms  of  user 
expenditures.  User  expenditures  reflect  the  markup  in  producer  sales  when 
a  peoib^  seuM  as  softvwe  is  delivoed  through  indirect  distribution  diaimels 
(such  as  original  equipment  manufacturers  (OEMs),  retailers  and 
distributors).  The  focus  on  user  expenditure  also  eliminates  the  double 
cmm^s^  of  immm  that  would  oceiar  if      were  tabulaied  for  both 
pto&ieer  (e.g.,  Lcmis)  and  distributcn-  (e.g.,  CcHnputeiLand). 

Fot  most  delivery  modes,  vendor  revenues  and  user  expenditures  are  fairly 
close.  However,  tl^e  are  some  ar^(tf  significant  difSermce.  Mmy 
microcomputer  software  products,  for  example,  are  marketed  througji 
distribution  channels.  To  capture  the  valued  added  through  these 
distribution  channels,  adjustment  factors  are  used  to  convert  estimated 
inf(xmati(xi  services  vendor  revenues  to  user  expenditures. 

For  some  delivery  modes,  including  software  products,  systems  integration 
and  turnkey  systems,  these  is  a  sigrdficant  volume  of  intra-indu^  sales. 

For  example,  systems  integrators  purchase  software  and  subcontract  tfw 
services  of  other  professional  services  vendors.  Turnkey  vendors 
incorporate  purchased  software  into  the  systems  they  sell  to  users. 

To  account  for  such  intra-industry  transactions,  INPUT  uses  c<Hiversi<m 
rfdios  to  doive  the  estimate  of  end-us^  expenditures. 

]&c^t  A'l2  sxmmdsAm,  die  net  effect  oi  die  vioitHJS  ratios  msi  INHJT 
to  convert  vendor  revmues  to  user  e}q)»idi&ire  (marloet  size)  figures  for  &£h 
ddivery  mode. 
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EXHIBIT  A-1 2 

Vendor  Revenue  to  User  Expenditure  Conversion 


Delivery  Mode 

Vendor  Revenue 

Multiplier 

Applications  Software  Products 

1.18 

Systems  Software  Products 

1.10 

Systems  Operations 

0.95 

Systems  Integration 

0.95 

Professional  Services 

0.99 

Network  Services 

0.99 

Processing  Services 

0.99 

Turr^y  Systems 

0.95 

Equipment  Services 

0.99 
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B 

Economic  Assumptions  r 


There  follow  some  notes  on  the  methodology  INPUT  use  in  making 
forecasts  and  judging  of  how  reasonable  they  are. 

INPUT  reports  are  based  principally  on  three  strands  of  research 
activity  conduct^lllpvfhout  the  year: 

•  A  vendor  research  programme  with  more  than  300  interviews  with 
prominent  software  and  services  vendors  across  Europe.  This 
research  assesses  their  attributable  revenues  in  each  country  by 
delivery  made  and,  where  possible  by  industry  sector.  INPUT 
consultants  use  their  own  judgement  in  many  cases  to  categorise 
revenues  into  sub-sectors.  In  particular  INPUT  excludes  revenues 
considered  captive,  such  as  those  from  a  vendor's  parent  company. 

•  Several  hundred  vendor  and  user  interviews  across  all  European 
market  sectors  to  determine  trends  and  opinions.  These  interviews 

are  part  of  the  research  that  INPUT  carries  out  in  specific  sectors  of 
the  software  and  services  market.  In  1990  for  example  INPUT 
produced  reports  on  over  20  different  software  and  services  market 

sectors.     ^^-^  '     '  -'  •r-----  -  ----- 

•  Additionally  INPUT  maintains  an  extensive  library  and  data-base  of 
information  relating  to  the  software  and  services  industry.  This 
covers  for  example  INPUTs  customer  services  programme  data: 
results  of  INPUTs  research  into  the  hardware  maintenance  market 
which  indi^yg,j^^to|pi]!a||^^tware  and  services 
market.  -      -•  - 


All  the  forecasts  from  these  activities  are  produced  in  local  currency 
for  each  country,  then  consolidated  with  common  economic  and 
exchange  rate  data  to  produce  a  top  level  forecast.  This  is  done  for 
software  and  services  in  each  country  and  in  Europe  as  a  whole.  At 
each  stage  it  is  examined  for  reasonableness  and  consistency  and  if 
necessary  revisited.  For  example  we  satisfactorily  tested  the  question: 
Will  predicted  user  budgets  for  information  systems  support  the 
predicted  growth  rates  in  software  and  servic^  '  ^ ' 
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The  forecasts  also  benefit  from  assignments  for  and  feedback  from 
INPUT  clients,  who  include  over  100  of  the  leading  vendors  of 
software  and  services  around  the  world.  For  example:  INPUT 
supplied  an  econoinic  model  to  a  market  leading  client  on  the 
potential  effect  of  rising  oil  prices  on  forecast  software  and  services 
growth  rates.  In  summary  this  showed  that  falling  real  growth  was 
largely  counterbalanced  by  increases  in  inflation,  resulting  in 
continued  high  dollar  growth  forecasts  for  the  market. 

In  order  to  consolidate  INPUT'S  forecasts  and  vendor  data  into  a 
consistent  set  of  European  analyses  each  year,  it  is  essential  to  use  a 
standard  set  of  economic  factors.  The  following  pages  show  the 
inflation  and  exchange  rat^  in  use  for  1992  studies. 

European  Exchange  Rates 

The  following  table,  Exhibit  B-1,  shows  the  standard  exchange  rates 
used  throughout  the  1992  programme  to  consolidate  country  market 
data  for  overall  Western  European  forecasts  and  vendor  market 
shares.  " ^  ' 


> 
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EXHIBIT  B-1 

US  Dollar  and  ECU  Exchange  Rates 

1992 


Country 

Cun^erKjy 

US  Dollar 

ECU 

France 

FF 

5.18 

6.96 

Germany 

DM 

1.52 

2.04 

United  Kingdom 

0.532 

0.715 

Italy 

Lira 

1,150 

1,544 

Sweden  fc^ss 

5.54 

7.45 

Denmark 

5.89 

7.93 

Norway 

NK 

5.98 

8.03 

Rnland 

FM 

4.15 

Netherlands 

1.71 

2.29 

Belgium 

BF 

41.94 

Switzerland 

SF 

1.35 

Austria 

Sch 

10.63 

14.33 

Spain 

96.2 

129.6 

Portugal  f"-?:^- ■■at'; 

.  134.9 

181.0 

Greece 

'  -■■,  ■."?»'■' • 

Dra 

174.0 

234.8 

Ireland 

._0.765 

$ 

1 

1.34 

Source:  Financial  Times  30  Decemb^Hi9i 


0E-DT2 


Copyright  1992  by  INPUT.  Reproduction  Prohibited. 


B-3 


V. 


*  ■ 


1!'  -.- ji;  ■ 
in-  ?•< 


'X" 


OUTSOURCING  DESKTOP  SERVICES,  EUROPE  1992-1997 


INPUT 


Exhibit  B-2  shows  the  standard  exchange  rates  used  throughout  the 
1991  programme  to  consolidate  country  market  data  for  overall 
Western  European  forecasts  and  vendor  market  shares. 


EXHIBIT  B-2 

US  Dollar  and  ECU  Exchange  Rates  1991 


Countrv 

us  Dollar 
Exchange 
Rate 

ECU 
Exchange 
Rate 

France 

FF 

5.65 

7.74 

Germanv 

DM 

1.68 

2.30 

United  Kinadom 

0.704 

Italy 

Lira 

1,233.0 

1,689.0 

Sweden 

Sek 

,  7.^ 

Denmark 

DK 

8.75 

Norway 

NK 

6.49 

8.89 

Finland 

FM 

11^96 

5.43 

Netherlands 

Dfl 

1.69 

2.32 

Belgiunn 

BF 

34.60 

47.40 

Switzerland 

SF 

1.27 

1.74 

Austria 

Sch 

^  "ie.tr 

Spain 

Ptas 

95.0 

130.12 

Portugal 

Esc 

132.5 

182.0 

Greece 

Dra 

153.3 

210.7 

Ireland 

... .  0.771 

$ 

1 

1.37 

.  a'  ' 
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EuTOiieaB  iBfUtioii  illMI^^^  V^^^ 

Exhibit  B-3  shows  the  average  five-year  inflation  assumptions  for  each 
reported  country  and  the  changes  from  those  used  in  reports  produced 
in  the  previous  year.  All  INPUT  forecasts  include  the  effects  of 
inflation  as  well  as  natural  market  growth  rates.  For  consistency,  the 
same  inflation  rates  are  used  throughout  all  the  different  market 
sector  research  and  analysis  during  a  calendar  year,  unless  specified 
otherwis^^- 


EXHIBIT  B-3 

Inflation  Assumptions  1991  and  1992 


Country 

Assumption 
1991-1996 

Assumption 
1992-1997 

Change 

France 

-0.3 

Germany 

2.7 

+  1.2 

United  Kingdom 

V  3.7 

-1.1 

Italy 

4.4 

5.2 

+0.8 

Sweden 

,  4.0 

Denmark 

2.7 

2.4 

-0.3 

Norway 

4.9 

/  3.4 

-1.5 

Finland 

.  1.4 

-3.6 

Netherlands 

_  *^ 4+0.9 

Belgium 

3.3 

3.2 

-0.1 

Switzerland 

3.3 

+0.2 

Austria 

2.6 

3.2 

+0.6 

Spain 

4.7 

5.0 

+  0.3 

Portugal 

8.0 

Greece 

12.0 

11.0 

-1.0 

Ireland 

3.0 

3.0 

0.0 

European  Average 

4.0 

4.2 

+0.2 
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EXHIBIT  B-4 


Exhibit  B-4  shows  the  inflation  assi 
1991  r€ 


Inflation  Assumptions  1990  and  1991 


Country 


Assumption 
1990-1995 


Assumption 
1991-1996 


Change 


France 
Germany 
United  Kingdom 
Italy 

Sweden 
Denmark 
Norway 
Finland 
Netherlands 
Belgium 
Switzerland 
Austria 
Spain 
Portugal 
Greece 
Ireland 


4.5 
7 

m-: 

7 
5 
5 
6 
3 


$J0 
2.7 
4.8 
4.4 
6.3 
2.7 
4.9 
5.0 
2.4 

3.3 
2.6 

8.0 
t2i3 
3.0 


-1.5 
-1.3 
-2.2 


•O.f 
-2,3 
-0.1 
-1.0 
-0.6 

-a? 

-1.7 
-■••3 

n/a""^ 

N/A 
N/A 


European  Average 


5.5 


4.0 


Sources:      OECD 1991  Forecast 

iMFim,-.^^- 


-1.5 
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Vendor  Questionnaire :  Desktop  Services 


Does  your  company  offer  desktop  services,  i.e.  end  u$^|^||p{K>rt  services,  LAN 


2.     What  is  usually  involved  in  desktop  servjyjjfeSlr*. 


3.      How  are  users  currently  orgaip^J^ 


.1  f'ie-N:/ri' 


4.      What  type  of  company  is  considering  using  desktq}  ! 
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What  elements  of  desktop  senM 
a)  Do  users  wish  to  outsource,^ 


■■--.J.. 


b)  Wish  tt>  retain  mJMiim^  v  u 


Why  are  users  considering  adopting  outsourcing  of  desktop  services? 


How  do  you  believe  the  desktop  services  market  is  evolving?  What  are  the  major 


drivmg  forces  '  ^'  '* 


-r.TT 


'  111' 
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8.       Who  are  the  principal  purchasers  of  desktop  services  witl^par  fifjp^  What 


A  ,1  j--^, 


9.      What  technological  factors  are  having  an  impact  on  the  market  for  desktop  services? 


■^■ii>i»|liiitjfeiil 


10.     What  factors  (including  technological  factors)  are  having  an  impact  on  the  manner  in 
virhich  desktop  services  are  delivered?         -f  *-    /t^ki,  * 


-l^riijff". 


11.     What  are  the  major  challenges  facing  vendors  of  desktop  services? 


^  ■ 
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12.     What  are  the  characteristics  ng|i^||yMNj 

 mm 

MMiiiiiiii-iiiiiii  igiiiiriiif 

 ,'"U 

13.     Do  you  see  partnerships  playing  an  important  role  in  desktop  services?  K  so,  how? 


^1  ^iflmi>j(^lrff%iWi|:iuiir, 


14.     What  is  the  relationship  between  platform  systems  operations  and  outsourcing  of 
desktop  services?  ^ ^^^r^^^flfe:!^ 


15.     What  do  you  beheve  are 


j^^for  vendors  offeri^  desktop  services? 
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16.     How  is  your  company  orga 


17.     "What  are  your  principal  target  markets? 


Jim 


18.     On  what  basis  do  you  price  your  desktop  services? 


19.     Which  of  the  following  do  you^ 


desktop  serviip^ 


a)       How  are  you  or^ 


to  deliver  each  of  these  components? 


b)      How  would  you  rate  your  delivery  capability  in  each  of  th||e  ,^as?  (Please  rate 
on  a  scale  of  1  to  5  where  1  is  poor  and  5  is  excellent)       '*  ' 
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-  . 


c)      Wbidi  services  are  the  m<c^t  diallengu^||P| 


'"jjg*.l  1^ 


d)      How  would  you  rate  the  profitability  of  each  of  these  servicesZ 
scale  of  1  to  5  where  1  is  poor  and  5  is  good) 


e)      What  is  the  scope  of  each  of  these  services? 


iir^-"li||'f''''V 


f)      What  proportion  of  total  contract  t&mwgm  is  contributed  by  each  of  tiiese 
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20.     What  revenues  are  you  achieving  from  desktop  servic 


Thank  you  veiy  much  for  your  assistance 
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Potentiid  CmNponeBts  of  Desl^ffgltA, 


Component 

0 

f 
f 
e 
r 
e 
d 

How 
Organised 

Delivery 

Relative 
ProfltabHity 

Proportion 
of  Contract 
Revenues 

Scope  of 
Service 

Equipment  supply 
PC  Supply 
LAN  Supply 
woiKsiaiion/  oeiver 
Supply 

:  - 

Equipment 
Maintenance 
PC 

LAN 

Server 

Installation 
PC 

1  AN 

Server 

Annlir^tinn  ^nftw^ra 

-'^-^^ 

Network  Management 

Application  Software 
product  supply 

■s  ■  ' 

#-= 

Help  desk  services 

'■  - 

-  initial  end  user 

traininn 

-  end  user  support 

-  equipment 

-  applications 
-training 

■  'v-  . 

iV 

'''''  '  ' 

Ottier 
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D 


Outsourcing  systems  opeiiii^ 


ions. 


Outsourcing  ApplicattdiWIamagement. 


faformation  Systems  Outsourcing  Competitive  Analj^. 


-ii/'' 
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